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LETTER OF TRANSMITTAL

To Governor C. O. Youna AND
The Members of the State Legisiature:

The Commission on Pensions of State Employees under the direction
of chapter 431, Statutes of 1927, respectfully transmit its report cover-
ing its investigations and study,

The Commission was appointed by Governor Young early in Novem-
ber, 1927, and held its first meeting on the twenty-first of this month.
‘Bubsequent meetings of the Cowmmisgion were held on December 19,
1927, June 21, November 13 and December 17, 1928, Public meetings
for diseussion of the subjeet with state employees and other persons
interested in the matter were held before the Commission in San Fran-
cisco, February 6, 1928; Los Angeles, February 21, 1928; and Sacra-
mento, Mareh 9, 1928, At these meetings the whole question of a retire-
ment gystem for state employees was fully discussed and a record was
kept of the views and opinions expressed by state employees, state
employees’ at;soelatmns and other persons and organizations who
attended or were represented.

In order to be assured of the possible seope of the investigation, its
duties, and the general limitations of its activities, the Commission
addressed two letters of inguiry to the Attorney General, which,
together with the opinions.received, are attached to this report as
Appendix IT, A copy of the enabling act is also attached as Appendix I.

The act directed that the Commission should file a report on or
before July 1, 1928, but as it was impossible to complete the actuarial
study and the Commission’s summation of the study by that time, a
preliminary report was filed with the Governor on July 1, 1928, in
aecordance with the advice of the Attorney General, The investigation
was then continued to completion as shown in the final report herewith
submitted. The preliminary report is included with, and made a part
of, this report. An actuarial report on the entire investigation sub-
mitted to the Commission by Mr. Barrett N. Coates, consulting actuary
of San Franeisco, and approved by Professor Albert H. Mowbray of the
University of California, together with a legislative bill prepared under
their supervision to put the retirement plan recommended into opera-
tion, if approved by the legislature, are also attached as appendices to
the veport.
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The preliminary report was filed by the chairman of the Commission
after it had been approved by all the members of the Commiggion, The
final report lacks the signature of Mrs, 0. Shepard Barnum hecause of
her absence in Burope at this time.

The Commission desires to express its appreciation to Mr. Coates and
his assistent, Mr. W. C. Green, and to Professor Mowbray for the
excellent actuarial study completed by them; to the Attorney General
for hig cooperation with the Commigsion in its work; to Migs Liodema
Shurtleff, secretary of the State Civil Serviee Commission, who acted
throughout the work of the Commission as its secretary without com-
f)ens_at.ion; and to all others who assisted in the preparation of this final
report. '

Respectiully yours, _ - .
COMMISSION ON PENSIONS OF STATE EMPLOYEES.
) W. A. Jounstone, Chairman,

J. €. Wrrrman, Commissioner,
Raree T. Fisger, Commissioner,
JoEx ¥. Davrew, Commissioner.

Sacramento, California,
December 31, 1928,

il

PRELIMINARY REi’ORT OF THE COMMISSION ON PENSIONS
OF STATE EMPLOYEES FILED WITH GOVERNOR YOUNG
- ON JULY 1, 1928

How. C. C. Youne,
_Governor of California,
State Capitol,
SBacramento, California.

June 30, 1928,

DEsR GOVERNOR YOUNG:

. Under the provisions of chapter 431 of the Statutes of 1927 you
appointed Mr. Ralph T. Figher, Mrs. 0. Shepard Barnum, Mr. John .
Dalton, Mr, J. C. Whitman and W. A. Johnstone as the memberg of “‘a
Commission on Pensions of State Employees,’’ all of which members
dm_ﬂy gualified and organized the Commission on November 21, 1927,
with the election of W. A. Johnstone as chairman, J. ¢, Whitman as
viee-chairman, and Lodemes Shurtleff as secretary. ‘The principal duties
of the. Commission are summed up in the following sentence included
in section 1 of the act: ““The commission shall be appointed for the
purpose of inquiring into the subjeet of retirement pensions, allowances
and annuities for state officers and employees, especially with reference
to the method of establishing and maintaining the fund from which
sueh pensions, allowances and annuities shall be paid.”?

Seetion 6 provides that ‘‘the commission shall on or before July 1,
1928, report the result of its inquiry to the governor and legislature,
including sneh proposed legislation as it may deem advisable.”

Phis report must be considered in the light of a progress report for
the Teason that the time allowed for the intrieate and technical studies
required is not sufficlent to complete a thorough and well-digested
report upon the guestions before the Commission. As pointed out
further on, a supplementary and more complete report will be filed
at a later date, . )

The first decision of the Commission was that any recommendation
made by it should be based upon an actuarial study of the situation in

. order that any plan so recommended might be regarded as actuarially

sound and reliable. After & thorough examination of the aetuarial
field Mr. Barrett N. Coates of San Francisco, a recognized authority on
gsueh guestions, with excellent experience and splendid standing in his
profession, was selected as the actuary of the Commission, and Prof.
A. H. Mowbray, professor of insurance with the University of Cali-
fornia, as advisory actuary, to undertake the investigations and studies
upon which a proper and sound recommendation might be based. It
was the desire of the Commission to ¢ngage Prof, Mowbray on a full
time basis, but his duties with the university would not permit of this.
The members of the Commission feel, however, that in the melection of
these two men we have the Dest ability and advice obiainable. The
excellent manner in which these studies have been handled up to this
time has thoroughly justified this opinion of the Commission,
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The Commission held open meetings in the early part of this year at
San Franeiseo, Los Angeles and Sacramento in order that all state
amployees’ organizations or any other associations, or groups, or indi-
viduals who might be interested should have an opportunity to appear
and express opinions as o the scope and application of any plan that
might be submitted by the Commission. Al of these meetings were
well attended and many valuable suggestions were given to the Com-

mission expressing the views of many people on this question, In gen-

eral there was a surprising harmony of views and in the question of
contribution it was practically unanimongly agreed that it shonld be
-upon the basis of half by the employees and half by the state. At these
meetings the Commission refrained from expressing any preferences or
views in order that a elear and unhampered expression of opinion might
be received. X
A general outline of the study was first proposéd. In order to have
a proper understanding of its duties and the range and applieation of
this examination, an opinion was asked of the Attorney General, which
was later received and is attached to this report, marked ‘A" (See
-Appendix II.) With thie in mind, a general outline of a study based
upon the following divisions was carried along:

1. General nature of proposed system
2. Eligibility of employees

3. Service retirement bhenefits

4, Disability retirementi benefita

5. Death benefits

6. Withdrawal bensfits
with & general consideration of the finaneing of any adopted system,

The study required a great-deal of technical preparation and the col-
lection of a large mass of information relative to the status and history
of all the state employees coming within the provisions of the aet,
somewhere around 11,000 questionnaire cards having heen sent out to
assemble this information. After their return, the eards wers sefre-
gated and glagsified into various essential groups and the actuaries pro-
ceeded with the compilation of data needful in the econsideration of the
general questions involved in the study. These questions involved so
many angles as to service and divizions of employees, retirement bene-
fits, ages and other matters that the actuaries have been unable to com-
plete their study or to submit complete recommendations so that a com-
plete and well-considered report can he submitted by July 1st.

It became apparent st this time that the work of the Commission
could not be eompleted by July 1, 1928, the time set in the act for the
filing of it report. The commissioners thersupon asked a further
opinion from the Attorney General as to the life of the Commission, as
referred to in the act, in order that they might know whether or not
further time might be given to the study and in the completion of its
report.

.The Attorney General rendered an copinion, dated June 18, 1928, in
which he gave it ag his view that the life of the Commission did not end
with the date fixed for its report, but that it should continue until its
work ‘was properly eompleted. A copy of this opinion is also attached
hereto, marked ‘‘B.’’ (See Appendix II.) '

r———
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The chairman being advised that the actuaries were in s position to
gubmit a progress report, a meeting of the Commission was held in San
Franeisco on Thursday, June 21st, attended by all members of the Com-
mission. At this time reports were heard from the aatuar@es, who had
compiled a considerable amount of data, and they were directed more
definitely in the continuation of the survey than had been possible up
to this time, It was pointed out by the actuaries that with about six
weeks or two months more time they will be able to submit definite con-
clusions eovering the main questions involved. The Commission then
adjourned subjeet to eall pending the completion of the actuarial study.

It is also essential that, when the Commission has arvived at fairly
definite conelusions as to what should be recommended, the matter of
the financial burden invelved should be discussed with the director of
finanee in order to receive the approval of this department upon the
financial burdens which may be imposed upon the state by the adoption
of any plan submitted. There is also the further guestion of the sub-
mission of & bill to be submitted at the next legislature which may put
into effect the recommendations of the Commission. _ o

Ag chairman of the Commission, I was directed, in conjunction with
the actuaries, to prepare and submit to you a progress report that would
comply with the requirements of the act for the filing of a report by
July 1, 1928. As this is in harmony with the opinion of the Attorney
(enersl attached hereto, I believe that you will agree with the wisdom
of the Commission’s continuing its study upon this important matter
until it is satisfied that it has thoroughly considered all of the phases of
the matter before it, and that its recommendations are gsound and prae-
tieable in tho interests of both the state officers and employees, and the
general publie, ) :

Yours respeetfully,
(Bigned) W. A. JOHNSTONE,
Chairman, Commission on Pensions.



FINAL REPORT OF THE OOMMISSION ON PENSIONS OF
STATE EMPLOYEES TO GOVERNOR YOUNG AND THE
S8TATE LEGISLATURE

This report supplements and completes the preliminary report filed .

with Governor Young on July 1, 1928,

PRELIMINARY WORK

The organization and initial work of the Commission have already
been deseribed in the earlier report. In additien to holding the public
meetings mentioned in that report, the Commission has given attention
to recommendations advanced by interested persons. Numerous state
departments and employees, ag well ag¢ other interested eitizens, have
availed themselves of the opportunity of expressing what they believe
to be desirable features of any retirement system which might be
adopted. All of these expressions have been carefully eonsidered.

At the same time a comprehensive study has been made of the
salient features of a number of present.-day public_retirement systems,
notably those of New York state and city, Massachusetts, New Jersey,
Chieago, San.Franciseo and Baltimore. These were of value as pre-
senting a consensus of modern opinion on the subjeet, and gave &
genetal iden of the ccsts that are involved. The cost of any system that
might be proposed for California necessarily depends upen the number,

age and length of service of eligible employees, their salary range, rates )

of withdrawal, ete., and the Commission found at the outset that no
complete statistics were available along these lines. The procedure of
seeuring definite information-from each employee in the state service
as of December 31, 1927, has already been deseribed in the earlier
report, To determine the rate of withdrawal from state service, an
investigation was undertaken of all withdrawals from the service
during the five-year period ending December 31, 1927, using the infor-
mgtion on record in the office of the State Civil Service Commission.

All departments have cordially cooperated in securing the informa-
tion as to present employees necessary for the worlk of the Commission.

REASONS FOR A RETIREMENT SYSTEM

From the standpoint of the employae, the advantages of a retirement
system are obvious. If its provisions are adequate, it provides an
assured income during old age or permanent disability, and gives it
at minimum eost. The objeet of the state, as an employer, is to secure
the improvement of its working personnel. An elaborate dissertation on
the contribution of & retirement system toward this end is beyond the
seope of this report, yet some mention should be made of some of tha
more important considerations,

A sound retirement system provides the state with a sure and just
method of eliminating from its active force those employees who have
become incapable of performing their best work beeause of disability
or superannuation. Unless death intervenes, every worker reaches

sl
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this point at some time or other, Some may say: “Tset him live on
his savings, or on the charity of his children.”’ Bui the discharge of
a superannuated employee without adequate provision for his future
needs is repugnant-to every instinet of humanity, and in practice this
course will not be pursued. In the absence of a retirement aystom,
the aged or dissbled employee is left in active service as long as he can
‘“go through the motions.”” He i really retived on the job, but the
cost to the state of paying his full salary is charged to the current
salary budget, instead of to a retirement system, where it more properly
belongs. To a very considerable extent, the state pays for a retirement
system even though none ig established,

A sound retirement systém is not charity, doled out to the aged
employee. It is an orderly methoed of providing for his retirement at
the end of his normal gervice-life, using a capital fund which has been

_ built up diring his active service with this very eventuality in prospect.

It prevents the stagnation which besets a department when the avenues
of advancement are closed to the younger employees because of the con-
tinued employmént of men and women far beyond their best days,
but whose long serviee has won them the highest places within the
department’s command. _

A sound retirement system helps to make the service of the state a
*life work'* for the able man or woman who is attracted toward it,
yet who hesitates- because it does not offer any definite prospect of
finaneial independence in later life, The increasing complexity of
state governmental and regulatory funetions makes it of the utmost
importanee to seeure and hold the best possible type of employees.
The retirement system can be of marked serviee in stabilizing the
state’s employed personmel, preveniing at least a portion of the losses
which ocenr when trained, efficient employees leave the service because
of superior opportunities elsewhere,

UNSOUND SYSTEM WORSE THAN NONE

An urgent responsibility rests upon the state to see that any relire.
ment, system which it may sponsor is placed upon a sound finanecial
basis, where liabilities are provided for'as they are incurred, rather
than when they mature. The current service year must be regarded as
contributing its portion to the sum fotal of serviee which will some
day entitle the employee to retire, and the eurrent year should theve-
fore bear its share of the ultimate cost. Any system which proposes to
provide funds only as they are needed to meet disbursements is inviting
disaster; the unseen liabilities continue to mount, and the time will
come when they will hegin to mature in such volume as to cause
serious embarrassment to the state, forcing it either to make staggering
appropriations, or to default in its obligations to members of the sys-
tem. QCareful calenlations have been made by the actuaries covering
the annual cost of cach proposed benefit, and as a further safeguard
the Commission has proposed that at the end of each five-year period
there be an investigation of the actual experience of the system as
eompared with the “‘expected’’ experience worked out by the actuaries.
The determination of costs involves future salary seales, the interest
rate earned on investments, mortality rate, withdrawal rate and various

other Belements; which may change with changing conditions. By
284291
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making these quinguennial investigations, the groundwork will be
laid for any minor adjustments that may become necessary in order to
assure that the system will work out as planned.

COMPULSORY MEMBERSHIP .

The Commission believes that membership in the system should be
compulsory for all eligible employess. To do otherwise would be to
defeat the purpose of the whole program to the extent that certain
employees might elect to remain outside, An employee might take the
position: *‘I want all my salary in cash now, and I will take my chances
of being able to support myself in old age or if I am disabled.’”” But
when that employee reaches the time when he should retire, or when
he hecomes disabled, the faet that he is ountside of the retirement sys-
temn will mean in practice that he will be continued in active service
as long as he is able to present himself at his place of employment.
Public opinion would never sustain the position that.such an employes
ghould be summarily disecharged in his old age, without financial pro-
vison for his future, on account of his failure to come under the systemn
when it was established. The state can seeure full value for the money
it contributes only through compulsory membership of all employees.
One employee should have no more right than another to eontinue at
full salary far beyond the period of full working efficiency. In draft-
ing the proposed legislation, the Commission has paid particular atten-
tion to safeguarding the rights of all employees by making the service

- retirement provisions elastie as to age, and by a special extension of the
age of compulsory retirement for present employees,

ELIGIBILITY OF EMPLOYEES

The proposed act has been drawn on the assumption that all state
employees shall participate in the system, without regard to whether
or not, they have civil service status. Teachers and other employees in
the public school gystem, and in the University of California are not
included, Other exclusions are part-time employees, elected officers
and officers appointed for fixed terms. There are certain cases where
full-time employees are paid in part by the state and in part by federal

_or other authority, and these employees will participate on the basis
of the amount of selary drawn from the state.

As will appear later, the proposed system calls for the eontribution of
8 certain percentage of salary by the employees, and the retirement
ennuity purchased by these aceumulated contributions is *‘matched’
by the state. The maximum salary considered for the purposes of the
system is $5,000 per year. The required contributions of an employee
who may receive more than this amount will be ealeulated on the $5,000
maximum ; if he wishes to make voluntary contributions beyond this
figure, he may do so, but the state will assume no eorresponding respon-
gibility. E _

All new employees will enter the system after their first six months
of employment; during the “probationary period’’ of six months they
will be outside of the system, and this period will not eount toward
their serviee eredit, o :

"

— 11 —

CONTRIBUTORY BASIS RECOMMENDED

Tarly in its work the Commission reached the conclusion that any
proposed system should embody the ‘‘eontributory’’ prineiple, under
which a substantial proportion of the cost of the benefits to be derived
is paid directly hy employees in the form of a deduetion from each
salary check. The remainder of the eost of the system should be paid
by the state. Under this general plan the employee contributes regu-
larly to what is for all praetical puvrposes s savings account which will
be available for him in old age or disability, and to which the state
malker very substantial payments for his benefit. It secures the active
interest and cooperation of the empleyees and keeps the additional cost
to the state within reasonable bounds, The Commission further decided
that the cost as regards future serviee should be divided, as nearly as
possible, equally between the employees and the state. Both parties
expeet to benefit from the refirement system and it seems reasonable
that the cost of the benefits to be earned should be divided in approxi-
mately equal proportions.

SCOPE OF BENEFITS CONSIDERED

The recommendations of the Cominission as to the nature and extent
of benefits to be granted fall naturally into the four divisions, i. e.,
serviee retivement, disability retirement, death benefits, withdrawal
benefits, recommended in the first report. In considering these four
aspects of the subject, the Commission was guided by the Attorney
General’s opinion of December 29, 1927, which appears elsewhere in
this report as a part thereof,

SERVICE RETIREMENT BENEFIT

The service retirement benefit necessarily is the fundamental feature
of any system. Al other benefits are relatively incidental and can be
fitted to the service retirement allowance once that has been deter-
mined. The employee’s prime interest is to be able to look forward
to an assured income in his old age so that when he has given a life-
time of service to the state, he may be able to retire in dignity and
comfort, The state as the employer desires to recognize its obligations
to the people who have rendered long and faithful service, and to do it
directly by means of a retirement allowance rather than by the altsrna-
tive mathod of eontinuing employment far past the time of physical and
mental efficiency.

Age and service are the determining factors in eligibility for gervice
retiremeént. No system should be established which would encourage
or permit the granting of any retivement allowance to an able-hodied
person in middle life who through long experience may have Just
reached the peak of his value to the state. Neither will the interests
of the public permit the payment of substantial retirement allowances
in return for short periods of service, regardless of the age at which
refirement may take place. The Commission recommends a minimum
retirement age of sixty and a maximum of seventy. The maximum
age wolld be modified for persons now in the serviee to the extent that
none should be subjeet to compulsory retirement until five years after
the establishment of the system, except for disability, provided there
should be an absolute maximum age limit of seventy-five years for
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prosent employees. The Commission alss recommends s minimum
service requirement of twenty years before there may be voluntary
retirement, .

‘When an employee entering the service after the establishment of the
gystern becomes eligible for service retirement, he will receive the
following benefits:

(a) An ‘*Annuity®’ of suech amount ag can be purchased by hix own
contributions to the refirement fund accumulated with interest to the
date of retirement.

(b) A ‘‘Pengion'’ of the same amount as his ‘‘annuity,’’ to be paid
for by the state. _

The total of the ““snnuity’’ and ‘“pension’’ is the amount of his

“retirement allowanece.’’ The exact amount to be realized by any
employee under these provisions depends nupon the amount contributed
by him to the fund during the period of his employment, The schedule
of contributions appearing in the actuarial veport calls for a definite
percentage of salary from each employee, based on his age at entry
into the system, -This percentage is Imown as his ‘‘normal eontribu-
tion’” and it is the ‘*annuity’’ purchased by this ‘‘nermal eontribution’
whieh the atate matches to produce his ‘‘retirement allowanee,’”’ The
amount aceumulated to his credit from his own ‘‘normal contributions’’
depends upon the actual salary which he receives each year up to
retirement. The rates of ‘‘normal contribution,’’ however, have heen
so figured that if the employee has the ‘‘average’’ salary experience
a8 determined by the Commission’s aetuaries from the pay roll records
for the past five years, he will be entitled to receive a ‘‘retirement
allowance’ at age 65 equal to one-seventieth of hiy ‘‘final compensa-
tion’* for each year of service. By ‘‘final compensation’’ iz meant
the average salary received during the five years previous to retire-
ment, For example, if an employee enfered the serviee at age 30 and
retired at age 65, employing the average progression in salary through-
out the period, he could retire at age 65 with a total allowance of 85/70
or one-half of the average salary he received befween the ages of 60 and
65. If he elected to remain in the serviee heyond 64, the funds to his
eredit would continue to accumulate and if he retired at age 68, for
example, he would receive a substantially larger allowance, because in
the first place there would bhe more money available to purchase it, and
in the seeond place his advanced age would mean that esch dollar
aceumulated to his credit would buy more in the,way:of an "‘annmty”
than could be purchased if he retired younger. BSimilarly, if he chose
to retire between age 60 and 65 he would receive a considerably smaller
allowanece, sinee it would be reduced hecause a smaller amount wm_lld
be available to his credit and because each dollar of his accumulation
would purchase a smaller amount of ‘‘annuity’” due to his longer
expeetation of life, The Commission believes that age 65 is a reason-
able -normal age for service retirement, but the retirement age hag
beer. made elastic, varying from 60 to 70 at the option of the employee,
so that the system will fit individual needs as closely as possible,

Any member of the system has the right to make any amount of
additional contributions to the funds that he pleases, and the accumu-
letions of his additional contributions will buy him a larger ‘‘annuity”’
upon retirement, However, the amount of *‘ pension’’ provided him by
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the sfate would not be inereased proportionately to cover his additional
contributions but would be limited to such a figure as would mateh his
accumulated **normal eontributions,’® .

OPTIONAL FORMS OF RETIREMENT ALLOWANCES

The retirement allowanee will be paid monthly, and will eease at the
death of the retived employee. In order to give sufficient latitude to
meef the needs of individual cases, the enployee may elect to fake the
actuarial equivalent of his regular retirement allowance in certain

- different forms, The first option provides that he ean use his own

aceumulations to purchase a ‘‘cash refund annuity.’”” He would then
receive a smaller monthly payment, but if he should die before the
annuity payments had equalled his total accumulations, the balance
would be paid in a lump sam to his beneficiary.

The typieal case covered by the second option is that of the employee
whose wife is living when he retires, and who wishes to assure her an
mncome if she should survive him, In consideration of paying him a
legger retirement, allowance, the state would then agree to continue
the bayments as long as either the hushand or wife survived. A variant
of this situation is eovered in the third option, under which the pay-
ments to the wife, after the death of the retired employee, would be
reduced o one-half the original allowance. The employee may nominate
any person to share in a joint allowance of this Iind, provided that
such person has an insurable interest in his life. These options repre-
sent no additional eost to the state or to the employee; they will always

be caleulated so as to be the actuarial equivalent of the regular form
of allowance,

SPECIAL ALLOWANCES FOR PRIOR SERVICE OF PRESENT
EMPLOYEES

Thg question of ‘‘prior serviee'’ is inevitably the storm center of
the diseussion of any proposed retirement system. The establishment
of adequate retirement allowaneces for new employees ig relatively easy

* because of the long period that will elapse before the allowanees will be

entered upon, but the present employees are distributed all along the
road ’from 'youth to old age, from a few months of service to forty
vears' service or more, What shall be done about their fprior ser-
vice? The employees can not be expected to put up a lump sum
equal fo the aceumulations they would have had if an adequate retire-
ment system had been in effect during their period of employment. If
the state undertalkes to malke the employee’s prior years of service count

towards his retirement allowanee. in exactly the same measure ag his-

tuture service, will the cost be prohibitive?

Both In diseussions at meetings of the Commission and at its public
hear.mg;s, it was suggested that if no credit wers given for ‘‘prior
service’’ the cost of the proposed system wounld be correspondingly
reduced, The Commission gave very eareful and thorough considera-
tion to this suggestion of recommendirg & system which would take care
of future employeés and the future service of present employees but
which would make little or no allowance for ‘'prior service.”” How-
ever, the more thought and study were given to the subject, the stronger
becdme phe convigt'..ion that unless ‘‘prior service’’ were given very
substantial recognition by the state, the whole purpose. of the propdged
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system would be defeated, and for many years the state would receive
little or no benefit from the appropriations it made to take care of the
future service. : ‘ ,
T'he purpose of the system is to provide for the orderly retirement of
older employees, and this retirement ean not be brought about unless
the ‘‘retirement allowanee’” ig a substantial proportion of the active
salary, It is impossible 1o make the normal allowance for future ser-
viee high enough so that men and women of already advaneed years
~will be willing to retive. If “prior service’’ ig not recognized, the
present generation will pass before the state will realize any substantial
" benefits from the money it invests in the retirement plan. In all the
sound public retirement systems which have come under the.CoElmls-
sion's observation, substantial eredit is allowed for *‘prior service,’” and
the entire cost of this allowanee iz borne directly by the state or eity.
After careful consideration of this entire subject, the Commiszion
recommends that when any present employee retires at age 65 or older,
and enters upon his service retirement be_neﬁt consisting of the
““annuity’’ and the ‘‘pension’’ as above deseribed, he receive in addi-
tion thereto, a special allowance for each year of “‘prior service equal
to one-seventieth of his average salary for the three years previous to the
adoption of the system, For example, suppose an employee now age
58 entered the state serviee at age 30, thus having 28 years of prior
service, and that his average salary for the last three years iz $200
per month, Upon relirement at age 65, he would "t‘hen get”the
““annuity’’ purchased by his own contribution plus a ‘‘pension” o’f,
like amount from the state and, in addition, a special “prior service
allowance of $80 per month which is 28/70 or 4/10 of his present salary
of $200. Tf a present employee elects to retire before age 65, the
amount of *‘prior service benefit’’ which he would getf at age 65 will
he discounted, and nsed to buy an allowance at his actual refirement
age.

gThe, most usual provision for ‘‘prior service’’ is for the state to
guarantee a certain pereentage, say. 1/70, of final selary for each year
of ‘‘prior service,”” This means that the specinl allowance to be
recoived by the present employees is based on the salary which they
will.be receiving just before they are retired. In the opinion of the
Commisgion, the plan proposed under which the ‘" prior service allow-
ance would be based upon the present salaries of the gmployees has two
digkinet advantageés, First, it takes away the uncertainty of guarantee-
ing an allowanee based on an unknown fut.ure salary. Second, since
salarics tend to inerease with length of service, the plan proposed will
be less costly to the state than one which based the allowance on final
galary. Where compulsory retirement of any present'employee takes
placé by reason of the age limit, or where he volqntanly retires after
age 70, and where the total retirement allowance, including eredits for
““prior serviee,”’ works out at less than $40 per month, it is recom-
mended that 2 minimum allovanee of $40 per month be paid, or 50
per cent of final salary, whichever is the smaller.

DISABILITY RETIREMENT BENEFIT

" Becond only in importance to the ‘‘service beneflt’’ in the ‘“disability
rétirement FHenefit.”’ . This tales care of cdges where an employee
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becomes totally disabled ecither by sickness or accident so that he is
unable to perform his duties. It is the Commission’s belief that no
vetirement system should be adopted unless it containg some form of
disability allowances,

Tt is proposed that this benefit shall be paid without regard to
whether the disability is directly traceable to the employment, Under
the State Workmen’s Compensation and Safety Act certain definite
benefits are provided where disability results from an occnpational
acoident. In such a case the benefits now suggested by the Commission
would be paid in addition to enything the employes might receive under
the compensation act. If disability oceurred as a result of sickness or
aceident in no way connected with the employee’s oecupation, the Work-
men's Compensation Act would not apply, but the employee would
receive the disability benefit under the retirement system,

Ten years of service has been set up as the minimum period hefore
any employee will he eligible for a disability retirement allowance.
When an employee, with more than ten vears’ service, hceomes
pliysically or mentally incapacitated for the performance of duty, he
will recive an ‘‘smmuity”’ purchased by his own accumulations, The
state would then add to this ‘‘annuity’’ a ““disability pension’’ of such
an amount as will bring the total disability retirement allowanes to 90
per cent of 1/70 of his final salary for each year of service. ' IMinal
salary’’ is defined as the average salary for the last five years. For
example, if an employee with 20 years of service became disabled and
had been receiving an average salary of $200 per month for the pre-
ceding five years, he would be entitled to receive a total disability
allowance of $51.43 per month, which is 90 per cent of 20/70 of $200
per month. If this rule works out so that the disability allowance is
less than 25 per cent of the salary, then the amount would be recalou-
lated and the employee would reecive 90 per cent of 1/70 of his final
salary for each year of possible service up to age 65, provided that this
amount did not exceed 25 per cent of his salary. In fairness to the
active employee the disability retirement allowanece must always be
somewhat less than the serviee retivement benefit, It will not be per-
mitted to exceed 90 per eent of the service retivement allowance which
the employee could draw assuming that he retired at his lowest pos-
sible retirement age. In any event the aceumulations to the eredit of
the employee will be used as far as they will go in providing his dis-
ability retirement allowance,

1t I8 esséntial that ‘‘disability retivement’’ be made only after
oxamination by a physician appointed by the administrative authority
of the system, and that the allowance be cancelled if the employee does
not continue to be incapacitated, -

DEATH BENEFIT

Some form of death benefit is a feature of most retirement systems,
Perhaps the most common type is the payment of a fraetion, usually
one-half, of the eurrent year’s salary. Tt is usually limited to inelude
only those deaths which occur before the employee has retired, and
nothing iz paid upon the death of a retired employee, unless he has
elected some special option upon retivement,. Admittedly, the prime
pwrpose of a retirement gystem is to take care of faithfnl employees
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who become incapacitated either on aceount of age or of phygxgal or,
montal disability, and it is not directly concerned with the provision of
life insurance for an employee’s dependents. The Commission has
therefore concluded, in the interests of economy, that the death benefit,-
if any, should be merely a nominal amount, suffieient to defray the
normal cost of the funeral! and last illness. . .
It must not be overlooked that the contribution standing to the credit
of employees, acoumnlated by deduections from the pay roll, will mount
up rapidly, and in a very few years all employees will have several
hundred dollars saved in this way. These accug:uulatmns would be paid
to the beneficiary of the employee in case he dies before service or dis-
ability retirement, and will in themselves be assurance of a substantial
average sum for the benefit of the family, The recommendatlop ﬁr}a]ly-
agreed upon by the Commission is that the employee’s eontributions,
with interest to the date of death, be paid to his repregentative or
beneficiary upon death before retirement, and that if the amount is
légs than $500, the state add to it sufficient to bring it up fo this
minimum figure. _

WITHDRAWAL BENEFIT

When an employee quits the service of the state for any reason
except by disability or serviee retivement, he will Teceive in one sum
his own contributions to the retirement system, plus interest aceumu-
lations. Any contributions which the state has made on his behalf,
lookting to possible future service or disablhty retirement, ghall remain
the property of the state and a part of the retirement fund.

CO8T OF PROPOSED SYSTEM--CONTRIBUTIONS BY EMPLOYEES

The rates of contribution by empleyees are expressed in percentages
of salary. The employee will have a pay roll deduetion from his
salary each pay day, and the percentage will be determined by his age,
nearest birthday, when he enters the retirement system. The percent-
age will remain the same from that time on; if hiz salary increases or
deereases, the actual amount held out of his salary cheek W}ll vary
accordingly; but the percentage will be unchanged. The actuaries have
figured the rates on the assumption that 4 per cent interest will b’e
allowed; on the basis of the salary scale ad eonstructed frem the state’s
experience, these rates will produce a retirement allowance of 1/70 of
“final salary’’ for each year of servies, to be entered upon at age 60,
one-half of which allowanee will be purchased by these aceumulated
-contributions, and the other-half will be furnished by the state. It
must always be kept in mind that the state does not guarantee 1/70
of galary for each year served; the ezact amount will be determined
by the funds to the employee’s eredit when he ig ready to retire, and
this fund will be governed by his personal salary experience during
his active service. '

In the interest of simplieity, the Commission urged the actuaries to

make as few distinctions as possible between employees of the same age.

Some systems provide different rates of contributions for differenf: ocel-
pations, such es clerks, mechanics, laborers, ete, due to antieipated
differencdes in salary. sesle and in the sge when retirement will be
désivéd. Celdulations showdd these différéndes, in thy Tiwhi of Cali-
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fornia’s experience, to be so small that they could be ignered, and the
actuaries were able to reduce contribution rates to two setn, one for
male employees, and the other for female employees,

Tt ix a well-established fact that women who have the advantage of
an annuity, or pension, live materially longer than men in the same
situation, If the amount of refirement allowance is to be erqual for
men and women of equal service and salary, ds seems essimtially
desirable, it is therefore necessary that the contributions made by the

" women be slightly higher,

The rates of contribution by employees as determined by the actunries
are shown in detail in the actnarial report. The average contribution

" for all employees will be about 4.09 per cent of salary,

COST TO THE STATE

As has alresdy been stoted, statisties assembled by the Commission as
of December 31, 1927, showed 7553 eligible employees, with a total
annual salary roll of $13,284,459. Al cost figures have béen furnighec

" by the actuaries as of that date, and are given in detail in their report.

For the sake of brevity, the discussion here deals only with the total
cost of each benefit for all groups of employees.

The annual estimated cost to the state of providing the serviee
retirement benefit applicable to future service is 2.44 per cent of
the pay roll, or $323,997 for the first year. 'The ncluaries’ ealcu)ations
show thdt this percentage contributed by the state each year should
produce sufficient accumulations to *‘match’’ the retirement benefits
produeed by the contributions of the employees, It is a considerably
smaller pereentage than the average which will he paid by the employee,
which follows naturally from the fact that whenever an employee quits
the serviee his own contributions are returned to Iim in f1l), whereas
the contributions made by the state are not paid over. The figure of
$323,997 represents 2.44 per cent applied to the 1927 eligible pay roll;
as the state service grows, the same percentage should be applied to
the eligible pay rolls as they develop,

Similarly, the annnal estimated cost to the state of providing the
disahility vetirement benefit iy 0.64 per cent, or $83,314 for the firgt
year. As has already heen explained, it is proposed that tlie employes’s
contributions will be applied toward his disability allowance, and the
expected amount to be received from this source has been allowed for
in the determination of the figure as quoted. This should also be con-
sidered as a percentage applying with equal foree to the future
eligible pay roll.

The cost of the proposed death benefii presents a different type of
problem, The service and disability rotivement features, exclusive of
the liahility for past service, can readily be expressed as a pereentage
to be applied to future pay rolls. The state’s obligation when an
employee dies will merely be the smount by which that employee’s
own contributions, with interest, falls short of $300. By far the
heaviest cost to the state will be in the early years of the system. As
the employees’ contributions begin to pile up, the eost te the state will
be very small. If all the present employees abready had to their eredit
the amounts they would have aceumulated had they been eontributing

to the system from the beginning of their service, the present annual
2—04291
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f the proposed death benefit would be bui $16,746 (approxi-
fr?zgelt;), or é?lapper cent of the pay roll. It is reeor,t}men'ded that the
-state meet the death benefit cost on a " pay-as-you-go hasis, contribut-
ing each year the aetual amount required by the deaths whieh oecur.
On this basiy, the estimated cost for one year on the pay roll as of
December 31, 1927, is $46,235. .

Thus far, the financial provision neeessary by the state is 3.08 per
cent of the eligible pay roll, (2.44 per cent for the serviee retivement
feature, plus 0.64 per eent for the disability retlre_ment), and an
estimate of $46,285 for deaths in the first year. It is rl-elcomm_ended
also that the state provide for the total expenses of administration of
the system. It is searcely praectieable to charge any portion of this
item direetly against the employees,

The ‘““accrued liability' as regards present employees comes from
two sources. In the main, it eomes from the proposal that the state
pay to each present employee, upon retirement at age 65, a spe.c}al
allowance equal to 1/70 of this présent salary for each year of service

before the establishment of the system (his “‘present’’ walary being -

taken as the average amount for the past three years}. To this must
be added the additional eost mecessary to guarantee each pressnt
employee an allowance upon compulsory retirement of not less than
$40 per month., The Commission recommends that with the aceept-
ance of responsibility for these items by the state there should also be
adopted a definite plan for funding the amounts over a proper period
of years. The total ‘“‘accrued liability’’ for prior service, expressed
in one sum, is $3,226,382. Tt iy recommended that this should be taken
“eare of by a sinking fund payment of $228,200 for a period of twenty
years, This is 1.72 per cent of the eligible pay roll at the end of 1927,
As the numbers in the stafe service increase, this sinking fund payment
for prior serviee will remain the same, and wi'll therefore represent a
deerensing percentage of the annual pay roll in years to eome.

AL first glance, the cost of the special provision under which no
present employce would be subject to compulsory retirement except
with a minimum retirement allowance of $40 per month _harl_:lly seeins
to fall among the “accrued liabilities.”’ But it ix an obligation whieh
concerns only present employees, and will not be incurred for
employees entering the state serviee in the future. It should thercfore
be expressed as a lump s, and then funded over a period of years,
sinee its oxpresdon as a percentage of t'ut.l.u'e pay rolls would result
in inercasing contributions by the state, which are not NECessaALy. Th.e
liability for this “‘winimuwn allowanee.”’ cxpressed in one sum, is
$281,140. Practically all of this is for present employees very close
to the age of compulsory retirement, who are cither getting partienlarly
low salaries, or have had but a short period of service. It must there-

fore be taken eare of within a few years, and the Commission recom-

mends the establishment of a sinking fund of $60,723 over a five-year
peri +?,
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Assembling the cost figures as alveady given, we have the following:

Batimated Cost to State for First Year of Bystem

Per cont

of 1927

Amotnt relorice

Service retirement bemefit (current service only)__.._ $328,907 00 2440
Disability retivement benefit__—.__________________ 85,318 00 0.64%;
3,082,

Death benefit (current cost bafes) e 44,235 00 (L35%
Sinking fund for prier service {20-yenr poeviod) __...__ 228,200 00 1.72¢,
Sinking fund for minmum allowance (G-year period) _ 60,723 00 04069,
Motnl . e F744478 00 G610

Exclusive of the relatively small item of the expense of adininistra-
tion, the total estimated cost for the first year of the systent is $744 471,
A truer perspective is obtained by congidering this as an addition of
5.61 per cent to the pay roll. As is shoin in the summary just given,
the cost for service and disability retirement as applied to future serv-
ice is 3.08 per cent of salaries, to which should be added 0.13 per cent as
the estimated ‘‘ultimate’’ cost of the death benefit, after the system hay
reached a normal eondition, giving a total cost of 3.21 per eenf exclusive
of the extra load incidental to the establishment of the system. Private
business is moving rapidly in the direetion of retirement annuities for
faithful employees, with a sharing of the cost between employer and
employee. The advantages of such a system in the public service, where
the financial incentive is normally less, are preater than in a private
corporation, and it should prove of real assistance to the state in its
competition with private business fo sceure and hold the best type of
employees to handle the inereasing size and complexity of its business.

Alarge part of the Commission’s efforts have been spent in endeavor-
ing to devise a system whieh would produce satisfactory resulty in the
way of retivement allowanees, and yet to hold the cost to the state,
and to the employee, down to the minimun.. The normal age for retire-
ment was placed at 65, instead of a few years earlier as is often found,
because of the effeet that this wowld have on the eost. Originally the
Commission hoped to make the ‘‘normal’’ retireiment allowanee 1/G0
of the final salary for each year of service, but preliminary estimates
of cost led to the substitution of 1/70 as the normal fraction. 1t is felt
that these adjustments, and others of similar effect, hiave not impaived
the adequacy of the system to solve the retirement problem, but have
placed it on a basis which the Commission can definitely recommend
a3 & sound and eonservative investment for the State of California.

In eonsidering whether or not a retirement system should be estab-
lished for state employees, the financial outlay required by the state
merits and requires careful consideration. Yet the advantages to the
state must be kept equally in mind. Costs are tangible; benefity ave
intangible, but none the less real. F. Spencer Baldwin, in a diseussion
of a proposed contributory retirement plan for Masgachusetts, appear-
ing in the Annals of the American Academy of Political and Soeial
Science, has said: ‘'It is reasonably certain that a system sueh as is pro-
posed would, in the long run, save money for the taxpayers. Such
saving would be effected in three ways: First, through elimination of
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e direct waste of money paid to aged employees “_rho heve outlived
Eﬂeir usefulness; second, through stoppage of the indirect loss entailed
by the slow pace foreed upon the rest of the workers by the presence
of inefficient veterans ; third, through the positive gain that would result
from the substitution of younger men for the superannuated employees,
from the inereased efficiency promoted by the retirement system .anc%
possibly from the attraetion of a higher grade of men into the munieipa
" gervice.”’ Tt is the belief of the Commission that the establishment of a
sound retirement system for state employees, such as is deseribed in

this report, would prove to be a wise and timely investment for the -

people of California, _
’ ADMINISTRATION OF THE SYSTEM

ig recommended by the Commission that the .retirement system be
adﬁi;fistered by & boarg of administration to consist of three members ;
namely, the president of the State Civil Service Commission, the
Director of Finance and one ‘other person to be appointed by the
(Governor. The members of the board will serve without pay, and may
appoint a secretary as the exceutive officer for the board and such
other employess as may be necessary. This recommendation is included
i roposed legislation, o
mfgeﬂi pll)]blic hegrings it was the nnanimous opinion expressed by the
state employees present that the interests of the employees eould heﬁ;t
be represented upon a board of administration by the president of the
State Civil Service Commission, The financial obligations involved
make the selection of the Director of Finance as obviously essential.
The third member ig left to the judgment of the Governor.

Respectlully submitted.
COMMISSION ON PENSIONS OF STATE EMPLOYEES,

W. A. Joungronm, Chairman,
J. C. Warrman, Commissioner,
Ravrg T, Fisueg, Commissioner,
Jorn F. Davrown, Commissioner.

Sacramento, California,

Deeember 31, 1928,
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APPENDIX |

COPY OF ENABLING ACT
(Htatutes of 1827) -

CHATPTER 431

An act providing for a commission on pensions of state employees;
providing for the appointment of members thereof ; presoribing the
powers and duties of such commission, and making on appropriation
therefor.

[Approved by the Governor May 10, 1927.] .

Tﬁe people of the Slate of Colifornia do enact as follows:

SecroN 1. A comrnission is hereby created consisting of five mem-
bers as follows: One shail be the commissioner of the state department
of eivil service, ex officio; four members to be appointed by the gov-
ernor. The commission shall be appointed for the purpose of inguiring
inte the subject of retirement pensions, allowanees and annuities for
state officers and employees, especially with reference to the method of
establishing and maintaining the fund from which such pensions, allow-
ances and annuities shall be paid. A vacaney occurring in the office
of a member of sueh eommission shall be filled by the officer who made
the original appointment.

SEc. 2. A member of the commission shall not be disqualified from
holding any other office, state or municipal, nor forfeit the same by
reason of his appointment under this act, notwithstanding the provi-
giong of any city charter,

SEc. 3. Bueh commission shall have power to subpena and compel
the attendance of witnesses, ineluding publie officers and employees,
and to require the production of books, records and papers, to take and
hear proofs and testimony and adopt rules for the eonduct of its pro-
ceedings,

Src, 4. The commission shall salect a chairman and viee-chairman
from among its own members and may employ a secretary and sueh
other experts and employees as may be needed, in conneetion with the
duties of the commission, and may fix their compensation, in aceordance
with the provisions of the civil service act. It shall be the duty of all
persons subject to the authority of the state in that behalf to aid in all
proper ways in earrying into effect the provisions of this act.

8ec, 5. The members of such eommission shall receive 1o eompensa-
tion for their services, but shall be paid their actual and necessary travel-
ing, hotel and other expenses ineurred in the discharge of their duties,

Sec, 8, The commission shall on or before July 1, 1928, report the
result of its inquiry to the governer and Legislature, including sueh
preposed legislation as it may deem advisable.

SE0. 7. The sum of six thousand dollars ($6,000) or so much thereof
a9 may be needed is hereby appropriated for the purpose of this act,



by

payable by the treasurer on the warrant of the controller on the order
of the chairman or vice chairman of such commission.

Bec. 8, The commission shall have the powar to receive all voluntary
gifts, or contributions, that may be made for earrying out the provisions
of this act and upon the termination of the life of said commission, any
surplus funds shall be paid to and become a part of, the reserve fund
created by virtue of any pension law enacted as a result of this investi-
gation,
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T APPENDIX 11
OPINIONS FROM THE ATTORNEY GENERAL

November 28, 1027,
How. U. 8. Wees, i
Attorney General,
Biaie Building,
San Froncisco, California.

Desr Sir: At the initinl mecting of the State PPension Commission held on
November 215t severnl questions arose ag to the scope of the study fo be undertaken
and recommendations that may be made under the net ereating the Commission.
(Chapter 431, Statutes of 1027.)

It was ngreed that the extent of service which might well be included in a pension
study is the following :

#, Retirement pensions.
b. Denth benefits.
c. Disnbility allewances,

The title of the aet indleates that pensions alone mizht be considered, but the
word "allowances" might indiente that death benefits and disability allowances may
be included in a liberal constrnction of this word. We would like to have your
opinion ns to what limitntions must govern our nction in formulating a report in
thig regard: that is: may we, under the torn “allowaneos,” include a report on death
benefits and disability allowanees for officers and employees?

The net states that these henefitr nre to be considered for “state officers and
employees.” The members of the Commission ave in doubt as to the menning of
this term and desire to know who are comprebended in the expression “state officers
nd employees,” a8 well as {0 know what e line of demnreatian hetween officers and
employees is,

Further, would tenchers and employees wnder our gystem of publie schools come
under the designation of “state officers and employees” as these words are used in
the act? We have in mind that there are various employees of the public schools,
such ag jenitors, who would not come within the purview of the Teachers Retirement
Salury Act; and also, that there nre tenchers in the state correctionnl schools nnd
various state institutions, such as the Deaf and Blind Schools at Berkeley, who are
not ineluded in the Terchers Retiroment Balnry Act. .

We thank you in advance for your nssistance in giving us information on these
questions.

Yours very truly,
. (Signed) W. A, JOHNSTONE,
Chaivman, Commission on Peusions of State Employeus,

Doeeember 29, 1827,
W, A, JOIINETONE, Chuiringn,
Commission on Pensionz of Stale Tmployees,
State Civil Service Commission,
Necramento, California.

DEAR 8iR: We are in receipt of your eommunication referving to chapter 431 of
the Statutes of California of 1027 (Statutes 1927, page T14),

This act provides for a commission on pensions for state employees. The title of
the act is as follows:

“An nct providing for a commission on pensions of state employees; provid-
ing for the appointment of members thereof ; preseribing thé powers and duties
of such eommission, and making nn approprintion therefor," )

In section 1 of the not it is provided that:

“The commiesion shall be appointed for the purpose of inquiring into the
subject of retivement pensions, allowances and annuities for state officers nand
amployees, especially with reference to the method of establishing and main-
taining the fand from which such pensions, allowances nnd annuities shall be
paid”
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You fiest refer’ to the title of the act indicating that the only thing provided for
in the way of relief for state employees is the proposed granting of “pengions for
state employees.” - You nlso refer to the fact that in the body of the aet the com-
mission is authorized to inquire "into the subject of retirement pensions, allowances
and annuilies for state officers and employees.” .

You state that at the initial meeting of this commisgion so created by the act it

was agreed that the extent of service which might weil be included in a pension study -

is the following ¢
(a) Retirement pensions,
(b} Death benefita.
{c) Disability allowances,

You ask for our opinion as to what limitetions must govern your action in formu-
lating a report in this regard, that is, whether your commission under the term
“nlowances” found in the body of the act might include a.report on death benefits
and disability allownnces for officers and employeca as well as 8 report on retirement

ensions.

P The nct merely crentes a commission to make a study and report back to the
legislature proposed legislation. Sueh legislation as so proposed may or may not be
finally adopted by the legislatore. Until 30 adopted it would have no force and effect.
It would therefore appear that your commission might in its discretion exercise the
power to recommend any nroposed legislation which tends to carry out the spirit and
purpose of the act, which is to encourage faithful performance on the part of state
empleyees and guarantee to them assurances against old age or digability, as well ag
agsuennee in favor of their families in the event of their death, if in your judgment
this would lend to the fulfillment of the end desired,

You further eall attention to the fact that the title of the act refers to "state
emnloyees” while the body of the act refers to “state officers and employees,” You
ask who are comprehended within the expression “state officers and employees’” I
am of the opinion that this expression refers to any officer or employees of the state
who is actually employed by the state and paid by the state. I do not think it neees-
sary to go info the question ag to the line of demarention between “officers” and
“employces.” :

TFurther, you inguire whether tenchers and employees under our gystem of public
schools come under the designation of “state officers and employees.” Such employees
are in fact employees of the different school Qistricts of the state and their snlaries
are not paid in full by the state. I thevefore would not consider them as being state
employees as contemplated by this act,

You further refer to teachers of certnin state correctional schools and various
state insfitutions who are not ineluded in the Teachers' Retirement Balary Act,
Any such institution for which the atate provides support and whose employees would
receive their compensation wholly from the state are in my Judgment included within
the scope of this act.

Very truly yours,
. 8. WEBB, Attorney General.
(Signed) By Prank English,
Deputy.

June G, 1928,
How, U. 8, Wean, ’
Attorney General,
Sitate Building,
San Francisce, California,

DEAR GENERAL: Weo are in considernble doubt as to the meaning of chapter 431,
Statutes of 1927, “An act providing for o commission on pensions of state employees ;
providing for the appointment of members thereof: preseribing the powers and duties
of such commission, and making an appropriation therefor,” .

Wa have nlready asked one opinien from you ns to the gcope and application of
thiz act, and considerable progress has been made in the assemblage of a largs maas
of datn which is now in the hands of Mr, Barrett N, Coates and Professor A, H.,
Mowbray of the University of California, who are acting as our actuaries,

Bection G provides that “the commission shall on or before July 1, 1028, report
the result of itz inquiry to the Glovernor and legislature, including such proposed
legislation as it may deem advisable.” .
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Secltiou 8 provides that the eommission shall have the power to receive all volun-
tary gifts or contributions and “upon the termination of the life of said cominission,
iny eurplus funds shall be paid to and become n part of, the reserve fund created
by virtue of_ any pension law enacted ag a result of this investigation.”

Thel not :t_self docs not definitely fix the life of the commisgion. On the reading
of seetmnl 6 it might be inferred that its life ended on July 1, 1028, except for the
faet that it must report to the legislature. I am in doubt as to how the commission
¢an repoet to a legislature that is not yet c¢reated, and I am not sure whether this
language might mean the legislature which prossibly still exigts,

Sgctlon 8 calls for the payment to “the reserve fund created by virtue of any
pension law enncted me a result of this investigation,”’ Just how this commission,
if its life ends on July 1, 1998, can obey this instyuction to pay any residue of its
funds to a reserve fund that in the very nature of things can not be created for more
thlu} a year, I do not kuow. I have diseussed this question to some extent with Mu,
Ghm.stmnsen hell'e‘in Sacramento and on his suggestion I am submitting it to you.
He is of the opvinion, and I agree with him, that so far ag the report is eoncerned
there can be no great difference as to whether or not it is finally completed on July
Ist, There is n strong brobability that the commission and its actuarles shall not
be able to ecome to a well-digested conclusion within this time.

The aciuaries are now working upon the analysis of some twelve or thirteen
thousand questionnaire cards covering the entire stute employment roster affected
by this survey. They advise me that they hope to have this annlysis in such form ns
to be in shape for the consideration of the members of the commission in deeiding
to what extent such a system may be applied. Necesmarily this involves a very
careful consideration of the financial obligations, and T am asking Mr. A. R, Heron,
Director of Finance, to sit with the commission to advise it on these questions. My,
Coates at the present time ie in 8t. Louis making an investigation of an insurance
company for the Insurance Commissioner of California. The earliest date, so I am
advised by hia office, that we ean expeet him back here is on June 18th. One mem-
ber of the commisgion, Mrs. 0. Shepard Barnum of Alhambra, whosa husband, Dr,
Barnum, died recently, expects to sail for Europe and is very anxious to have the
matter completed by this time in order that she may leave. I think it will be
extremely difficult for the commissioners to properly digest the facts submitted by
the actuaries and come to a well-balanced conclusion within the two woolks of this
menth remaining after the 18th.

There “‘will remain, then, the question of travel expenses for the commisafoners,
the mechanical work of making up the report, the preparation of the proposed legis-
lation if any is agrecd upon, and other matters of this sort involving A certain
amount of money outlay, The Civil Berviee Commission has no meney that can be
used indireetly fo do this work a8 we are running on o very shorf, margin, Whether
or not the Department of Finance could find additional money legally, I have some
doubt, Whatever ontlay may be called for would be of no great moment, but the

Jegality of the outlay, of course, will be properly questioned by the Controller's office

without gome opinion from your office. .

According to the general terms of the set, which is vory indefinite, about any
conclusion may be drawn. It may be that the nuthor of the measure had in mind
that the commission should appear before the legislature on behelf of any recoin-
mendations submitted, The act provides only for travel expenses,

If it is not toe much trouble, I would be giad if you will give me your views as to
what the life of the Pension Commissioih may be under the very vague terms of
the act. :

Yours very truly,
: (Signed) W. A. JONNSTONE,
Chairman, Commission on Pensions.

San Franeiseco, June 18, 1028,
How, W, A. FOHNRTONE,
Chairman, Commisaion on Pensions,
Forwm Building,
Saoramente, California,

Dear Sir: I have before me your communication of recent date in which you
state that you are in doubt as to the meaning of the nct of the lepislature of 1925
entitled, “An act providing for a commission on pensions of state employees,” eote,

You call attention to the fact that section 6 provides that the commission shall
on or before July 1, 1928, report the resnlt of its inquiry to the Governor and the
legislature including such proposed legislation ag it may deem advisable,
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You alse onll nttention te section -8, which provides that the commission shall
have the power to receive nll voluntary gifts or contributions and that upon the
termination of the Yife of the commission any surplug funds shall be paid to and
become n part of the veserve fund crented by virtue of any pension law enmcted as
the result of the efforts of the commission, You state that you ave principally con-
corned in determining from the statute just what the length of lifo of the commission
is, and you stnte that the net does not definitely fix the life of the commisgion.

You state that you are in doubt as to how the commission ean report to a legis-
lature that is not yet ereated and that you are not enre whether this language might
mean the lepiglature which possibly still exists. While this is not the main guestion
you submit to this office, 1 see no difficulty in interpreting the statute in this regard.
The fact that the present legirlature adjourned its session in 1927 does not imply
that there is ot nt the present time an existing legislature. The legislature of 1927
functions until its successors take office in 1928, The duties of the leglslature do
not consist enly in attending the legislative sessions at Sacramente, but a great deal
of work ig carried on through the commitiees appointed at its sessions, Therefore,
if your repork were ready on July first it alhould be made to the Governor and the
present logislature, which is still in existence although not at the present time in
session. Your doubt in this connection seemes to have arisen from the fact that you
questioned whether or not the leglslatuve of 1027 still existed and with that doubt
removed you undoubtedly will have no further difficulty upon that phase of the
matter.

The specific question that you submit for the views of this office is the duration
of the life of the commission. In this conuection it is true that the statute does not
gpecifically create the commiesion for any ppecific term. It does, however, create a
commisgion for “the purpose of inguiring inta the subjeet of reticing pensions,
ete, and for the purpose of proposing such legislation as it may deem advisable.
The statute does provide that the commigsion shell report the resnlt of its inquiry
to the Governor and the legislature on or before July 1, 1928. While.the language
purports to be mandatory, in my opinion the statute must be given a liberal inter-
pretation to effectuate the purposes for which it was enacted, and to give an inter-
pretation to the statute which would defent thess purposes would” not only be
unreasonable but would be contrary to the spirit and the intent of the act, T there-
fore am of the opinien that thiz language is directory and not mandatory. The
obvious purpose of the section was to fix some definite date about which time the
report should be rendered in order that the memhbers of the Iegislature and the
Governor could heve the benefit of the views of the commisston in ample time {o
consider the proposed legislation before the next gession of the -legislature.

I, thevefore, am further of the opinion that the ecommission should, if possible,
endeavor to Dhave this report on file with the Goverhor and the legislature on that
date if it can conveniently be doneé. Therc is, howaover, in the statute no penalty
aténched to the failure to have the report filed on the particular date mentioned,
nor could it reasonably be said if the veport was not filed on that day that the life
of the commission expived and its powers ceased because any such interpretation
would noft only defent the purposes of the statute but would, in my opinion, be an
absurdity.

I believe that the life of the commission ceuses when its labors have been fully
performed. The ecommission is appointed to inquire Into the subject of retirement
pensions, ete. nnd to report to the Ieglslature, and when the commisgion has com-
pleted its investigntions and made its report to the legislature its duties have then
been fully performed and its functions cense. In my opinion this is the only reason-
able conclusion which ean be drawn from fhe statute. -

VYery truly yours,
(8igned) U. 8. Wees, Attorney General.
By Charles A. Wetmore, Jr.,
Deputy.

— 97 —

APPENDIX III,

PROPOSED LEGISLATION TO PUT RETIREMENT PLAN
INTO EFFEQT

An act to establish a rotirement system to provide for the retivement of
employees of the State of California,

The Pecple of the State of California do enact as follows:

Secrrow 1. The purpose of this act is to provide a means whereby
public employees_wh_o. become superannuated or incapacitated as a
result of age or disability may be replaced by more capable employees,
thus effecting economy and efflciency in the public service without
prejudice and without inflicting a hardship upon the employees
removed, and at the same time to compensate sueh superannuated
emplloyees and those who may die or become ineapacitated by making
provision for their retirement and for the payment of death benefits.

SIEC. 2. The f‘o]lox_vving \_Jvords and phrases as used in this act, unless
a different meaning is plainly required by context, shall have the fol-
lowing meanings: -

{a) ;;Retirgment systen’’ shall mean “‘state employecs’ retirement
system’’ provided for in seetion 3 of this act.

f (1()}) ll‘f‘Em.ployﬁe” shall mean any person in the employ of the State
of California whose compensation is paid wholly out of funds eon-
tributed by the state. P Y e eon

(¢) "“Member’’ shall mean any person inelnded in the membership of
the retirement system as provided in seetion 4 of this aet,
{d) ‘‘State’’ shall mean ‘‘State of California,’’
{e) “‘Board” shall mean ‘‘hoard of administration®’ as erented in
this act, ’
(f}””Retirement fund’’ shall mean “state emplovees’ retirement
fund’’ as created and established in section 5 of this act,
[T : :
" (Q~Jt State serviee” shall mean service rendered as an employee of
! e{.'la %t.e for Ipompensatmn', and, for the purposes of this act a member
shail be comsidered a&s being in the “‘state serviee’’ only while he is
receiving compensation from the state for such service.
{h) ‘‘Prior service'’ shall mean the state servic
) $ e of a member ren-
dered before the first day of ___________________________ ) certi]ﬁéld
g}l:.. B pflor service certificate and allowable as provided in section 7 of
is act, -
{4} _“Cont.ir}uous service'’ as applied to ‘‘prior service'’ shall mean
all prior service, regardless of interruptions in such sevvies and as
applied to service as a mengber shall mean uninterrupted employment
Fy the state, except that diseontinuance of state serviee of a- member
rom any cause whatever followed by reentrance into the state servies
within one year from the date of such discontinuance shall not count
as a break in the continuity of service,

4
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i) ““Beneficlary'” ghall - mean any peraon in receipt of a pension,
&Ilfl:’lgity, sf retirenﬁent allowance, a death benefit or any other benefit
provided in this aet, . '

(%) ““Compensation’’ shall mean the remumeration payable in cash
out of funds eontributed by the state plus the momnetary value, as
determined by the board of administration, of board, lodging, fuel,
laundry and other advantages allowed as remuneration by the state.

(1) ‘‘Compensation earnable’’ by a member shall mean the average
compensation as determined by the board of administration upon the
basis of the average period of employment of members in the same
group or class of employment and at the same rate of pay, but such
“compensation earnable’’ ghall not exceed $416.66 per month,

(m) ““Final compensation’” shall mean the average anpual ecompen-
sation earnable by a member during the five years 1mn:_aed1ate1y preced-
ing his retirement, ) ; .

“Regular interest’” shall mean inferest at four per centumn per
angliﬂn, gfx%pounded armually, plus such additional interest as the
board of administration may declare from year to year in accordance
with the provisions of thig act.

(e) “Normal contributions’’ shall mean confributions at the rates
provided for in subdivision (a}, section 10 of this act: .

(p) ‘‘Additional contributions’™ shall mean contributions at the
rates provided for in subdivision {d), section 10 of this act.

(g) ‘‘Acenmnulated normal contributions’” shall mean the sum of all
the normal eontributions, deducted from the compensation of a mem-
ber, standing to the eredit of his individual aecount, together with the
regular interest thereon,

(r) ‘‘Accumnulated additional contributions’’ shall mean the sum of
all the additional contributions, deducted from the compensation of a
member, standing to the eredit of his individual account, together with
regular interest thereon.

(8) ““Accumulated eontributions’’ shall mean accumulated normal
eontributions plus aceumulated additional contributicns. .

(t) ‘‘Pension’’ shall mean payments for life derived from contribu-
{ions made by the state as provided in this aef. . _

(#) “‘Annuity’’ shall mean payments for life derived from contribu-
tions made by a member as provided in this act. _

(v} “‘Retirement allowance’’ shall mean the pension plus the
annuity. ‘ ' )

(w) ‘‘Fiscal year’’ shall mean any year commenecing with J uly . first
and ending with June thirtieth next following. ] .

Sec. 3. A retirement system is hercby created and estabhs‘}}ed to
become effective —m oo , and to be known as the ‘‘State
employees’ retirement system.’’

Sec, 4. (a) With the exception of those employees who are
excluded from membership as provided “in subdivision (b} of this
gection, all employees shall become meémbers of the retirement system

as follows: . ‘ .

{1) Every employee in state service on the date when this act
becomes effective, shall become & member of the retirement system on

—_ 20

that date, provided he has rendered at least one-half year’s continuous
service, otherwise on the date when he shall have completed one-half
Year's eontinuous servies,

(2) Every employee who shall reenter state service after the date
when this act becomes effective, and who, prior to such reentry, shall
have completed six months of continuous stafe service, shall hecome a
member of the retirement system upon such reentry,

(8) Every other employee who shall enter state service affer the
date when this act becomes cffective, shall beecome a member of the

- retirement system upon the completion of six months of continuous.

serviee,

(&) The following emplayees shall not becomes memberg of the retire-
ment system:

{1) Elective officers.

(2) Inmates of state institutions who are sllowed compensation for
such service as they are able to perform.

(3) Persons in state ingtitutiong principally for the purpose of
training, but who receive compensation.

(4) Persons employed under contract for a definite period and for
the performance of specific duties requiring professional or high tech-
nieal gkill,

(5) Employees serving on a part-time basis.

(6) Persons in state service on_________._____________ whose com-
pensation equals or exceeds $416,66 per month, and who fils with the
board of administration an affirmative election not to beecome members,

(¢} It shall be the duty of the head of each office or department to
give immediate notice in writing to the board of administration of the
change in status of any member in his office or department resulting
from transfer, promotion, leave of absence, resignation, reinstatement,
dismissal or death. The head of each office or department shall furnish
such other information coneerning any member as the board may
require. ) .

(d) Each member shall be subject to all the provisions of this aet
and to all the rules and regulations adopted by the board of adminis-
tration. Should the state service of any mernber, in any period of ten
consecutive years, amount to less than five years, or should he with-
draw more than one-quarter of his accumulated normal contributions,
or should he die or be retired, he shall thereupon eease to be & member,

Sme. 5. A fund is hereby creafed and established to be known as
the state employees’ retivement fund and shall consist of all the moneys
paid inte it in ascordanes with the provisions of this act, whether such
moneys shall take the form of cash, securities or other assets.

Sze. 6. A board of administration of said retirement system is

" hereby created, consisting of the president of the civil service cormis-

sion, the direetor of finance and one other person to be appointed by

-"the governor. The president of the civil service commission shall be

chairman of the board. .

The board may establish sueh rules and regulations as they deem
broper and may appoint and fix the eompensation of a secretary and
such other employees as may be necessary. It shall maintain its office
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in-the eity of Sacramento, and the legislature shall appropriate funds
necessary to pay all expenses of administration .of the act. The mem-
bers of the board shall serve without compensation, but they shall be
reimbursed out of the funds appropriated in this seetion to defray the
cost-of operating the retirement system for any expense which they
may have ineurred through service on the boeard.

The board shall be the sole authority and judge under th1s act and
acts in amendment hereof as to the conditions under which persons
may be admitted to benefita under the system and shall have exclusive
eontrol of the administration and investment of the fund except as
hercinafter expressly provided, As soon as practicable after the close
of each fiscal year it shall file with the governor a report of its work for
such fiseal year.

SEe. 7. Bubject to the following and to all other pravisions of this
act, mcludmg such rules and regulauons as the board of administration
may adopt in pursunance thereof, the said board shall determine and
may modify allowances for service and- disability,

It shall fix and determine how muech service rendered in any fiscal
vear shall be the equivalent of a year of service and of parts thereof,
but shall credit one year for two hundred and fifty or more days of
service rendered by employees on a per diem basis and one year for
ten months or more of service rendered by employees on a monthly
basis, but not more than one vear for all servies in any fiseal year.

'I‘lme during whieh a member was ahsent from service without pay
shall not be allowed in computing service.

Each employee shall file with the board of administration such infor-
mation affecting his status as a member of the retirement system as
the board may require.

The board of administration shall issue & prior service certificate to
cach member entering the retirement system oliew.oo______"_, and to
each member entering the retirement system after that date if
such entry jis within one year after rendering state service prior to
_________ , and shall eertify thereon serviee rendered prior t0.._.____
__________ ; excluding therefrom the first half-year of service rendered,
BService certified on & prier service certificate shall be the basis for a
retirement allowanee or bemefit as provided in this act only if mem-
bership continues until retirement on ‘a retirement allowance or until
the granting of such other benefit. Such certificafe shall become void
and not renewable if memberghip is dlscnntlnued except by retirement
on a retirement allowanee.

" 8gc. 8. The management and control of thé retirement system shall
be vested in the board of administration as provided in section 6 of
this act. The board shall exercise the powers and perform the duties
conferred on it by said section, and in addition therato

() Immediately after the establishment of the retirement system
the board shall make actuarial investigation of the mortality, service,

cempensation and experience of the members and beneficiaries of the

systemn as herein defined, and adopt such tables and such rates as are
required in paragraph 1 of this subsection. The board shall keep in
convenient form such data as shall be necessary for the aetnarial valua-
tion of the retirement fund ereated by this act. In the five-year period
haginning with the time that this retirement gystem beeomes operative
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and in every five-year period thereafter, the board shall cause to be

.made an actuarial investigation into the mortality, service and com-

pensation experience of the members and beneficiaries as defined by
this act, and shall further cause to be made an actuarial valuation of
the assets and liabilities of the retivement fund created in this aat, and
upon the basis of such investigation and valuation shall

(1) Adopt for the retirement system such interest rate and such
mortality, salary service and other tables as shall be deemed necessary ;

(2) Revige or change the rates of contribution by members on the
basis of sueh mortality, service and other tables,

() Contributions of members, or beneficiaries and of the state
shall be improved with interest at the rate of four per cent (4%) per
annum, eompounded annually. The board, however, at the end of
each fiseal year, beginning with the second fiscal year of the operation
of the retirement system may eredit to all contributions held in the
retivement fund at June thirtieth of the then current fiseal year, such
additional interest as it may deem proper in the light of the carnings
on the retirement fund dvring such fiseal year, provided that the
total interest eredited to contributions during any fiseal year shall not .
exeeed the earnings on the retivement fund duoring that vear; and
provided, further, that interest at the rate of four per cent (4%) per
annum, compeunded annually, shall be used in the caleulation of
benefits under any mortality table adopted by the board, regardless of
any additional interest allowed on contributions under this paragraph.

(¢} In addition te other records and. accounts, the board of adnin-
istration shall Leep sueh records and accounts as shall be necessary to
show at any time.

{1) The total accumulated eontributions of member

(2) The total aceumulated contributions of retired members less
the annuity payments made to such members,

(8) The accumulated contributions of the state held for the benefit
of members on account of service rendered as members of the retire-
ment system.

(4) All other accumulated contributions of the state which shall
inelude the amounts awvailable to meet the obligation of the state on
account of benefits that have been granted and on aceount of prior
service of members.

(d) In addition to rendering the annual report to ﬂ]e governor
requived by section 6 of this act, the hoard shall eause to be published
annually a finanecial statement t;howing an setnarial valuation of the
assets and liabilities of the retirement system created by this act and
2 statemment as to the acenniulated ecash and séeurities in the retirement
fund as eertified by the state controller,

Sec. 9. The retirement fund shall be managed as follows:

(«) The board of administration shall have exclusive econtrol of the
administration and investment of the said fund, subject to the restrie-
tion that no investment shall be made except upon the affirmative vote
of the director of the department of finance and at least one other
member of the hoard of administration, and subject also to the terms,
conditions, limitations and restirictions imposed by the laws of the
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State of Califernia upon savings banks in the making of investments
by savings banlks.

(&) 'The board of administration may depoeit cash belonging to the

retirement fund in any licensed national bank or banks in this state or
in any bank, banks or ecorporations authorized or licensed to do a
banking business and organized under the laws of this state.

(¢) The state treasurer shall be the custodian of the_retlrgment
fund, subject to the exelusive eontrol of the hoard of_ administration as
to the administration, deposit and investment of said fund. All pay-
ments from said fund shall be made by him only upon warrant signed
by the president and secretary of the board of administration, subjeet
to the approval of the state controller. . o

{(d) Interest on any cash and on any investments constituting a
part of the said fund shall be paid into said fund as received.

(e) Excepi ag herein provided, no member-and no employee of the
board of administration shall have any interest, direct or indirect, in
the making of any investment, or in the gains or profits aceruing
therefrom. And no member or employee of the said board direetly or
mdirveetly, for himself or ag an agent or partner of others, shall horrow
any of its funds or deposits or in any manner use the same except to
make such current and neecessary payments as are authorized by said
board; nor shall any member or employee of said board become an
indorser or surety or become in any manner an obligor for moneys
invested by the board. :

8ec. 10. (2) The normal rates of contribution of members shall
be those adopted by the board of administration and shall be based on
"sex and age at the nearest birthday at the time of entry inte the
retirement system. The salary and other seales adopted by the board
as provided in section § shall form the basis of calculation -of normal
rates of contribution.” The normal rates of contribution fixed by the
board shall be such as would provide on the average an annuity af age
sixty-five equal to one one-hundred and fortieth of the final average
salory of members according fo the tables adopted by the board, for
each year of service rendercd after entering the system. The actual
amount of anmuity receivable by any member upon retirement shall be
the actuarial equivalent of his accumulated contributions, as’provided
in section 14 (@} (1), The rates so adopted shall remain in full foree
and effeet until revised or changed by the board of administration in

the manner provided in section 8 of this act.

(0} The normal rate of eontribution established lfor the apge sixty-
four shall be the rate for any member who has attained a greater age
before entrance into the retirement gystem, In like manner the normal
rate of contribution established for age sixteen shall be the rate for any
member who enters the retirement system at a lesser age. )

(¢) The board of administration shall certify to the head of each
office or department the normal rate of contribution for each member
provided. for in subdivision (a) of this seetion. The head of each ofﬁce
or department shall apply such rate of contribution to so much of ‘the
compensation of the member as does not exceed four hundred sixteen
dollars and sixty-six eents ($416.66) and shall certify to the state eon-
troller on each and every payroll the amount to be -eontributed, and

.
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shall furnish immediately to the board of administration a copy of
each and every such pay roll;-and esch of said amounts shall be
deducted by the state controller and shall be paid into the retirement
fund, hereinafter provided for, and shall be credited by the board of
administration, together with regular interest, to an individual account
of the member for whom the eontribution was made, Every member
shall be deemed to consent and agree to the contribution made and
provided for herein, and shall reeeipt in full for his salary or compen-
sation, and payment less said contribution shall be full and complete
discharge and acquittance of all elaims and demands whatsoever for the
services rendered by such persons during the period covered by such
payment, exeept his claim to the benefits to which he may be entitled
under the provisions of this act,

(d) Any member may elect to contribute at rates in excess of those
provided for in subdivision (o) of this section, for the purpose of pro-
viding ndditional henefits, but the exercise of this privilege by a member
shall not place on the state any additionnl financial obligation. The
board of administration, upon application, shall furnish to sueh member
information concerning the nature and amonnt of additional benefits
to be provided by such additional econtributions,

(e) At the end of each month the board of administration shall deter-
mine the aggregate amount of the eompensation of all members on
which the normal contribution for sueh month ig caleulated, There
ghall be paid to the retivement fund by the state as its contributions
to the retirement fund:

(1) A certain percentage of such aggregate amount of ecompensation
each month, to be known as the ““normal service and disability con-
tribution.”’ Until the first aetuarial valuation of the liabilities of the
retirement system as provided in section 8 (@), the amount of the
normal service and disability eontribution shall be three and eight one-
hundredths per centnm of the compensation of all the members. Subge-
quent normal service and liability eontributions shall be at a rate per
centum of the agpregate compensation of all the members, fixed by the
hoard on the basis of the liabilities of the retirement fond as shown
by the actuarial valuations on account of the pensions provided for in
seetion 14 (a) (1) and (2), and section 18,

(2) The sum of nineteen thousand five hundred dollars monthly
until the time provided herein, to bs known as the ‘‘acerued liability
contribution,’’ to provide for the liabilities of the retirement fund on
gecount of prior-service as granted by section 14 (@) (3) and section 16.
The ucerved liability contributions shall be discontinued at sueh time
as the acemwmnlations of such contributions, less payments on account of
prior service, shall equal the present value as actuarially computed of
the liabilities of the fund on account of prior service.

(3) 'The sum of five thousand two hundred dolliars monthly until the
time provided herein, to be known as the ‘‘minimum serviee Ppension
Liability eontribution,’’ to provide for the liahilities of the retirement
fand on aceount of minimum servies bensions as granted by section
14 (b). The minimum service pension contribution shall be diy-
econtinued ag soon as the accumulation of such contribution, less pay-
ments oh aecount of minimmin gervice Pensions, shall equal the present
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valne as actuarially eomputed of the liabilities of the fund on aceount
of minimum service pensions. :

(4) At the end of each month, the ameunt, if any, paid during the

month to the estates and benefictaries of deceased members as death
henefits in addition to the accumulated contributions of sueh members,

BEc, 11. The payments of the state into the state employees’ retire-
ment fund, as provided in section 10 of this act, are hercby made
obligations of the state. The Legislature shall appropriate biennially,
such amounts as are necessary to malke sneh payments,

SEc. 12, Shouid the state service of a4 member he discontinued
except by death or retirement, he shall he paid six months after the
date of discontinnance, such part of his aceumulated contributions as
he shall demand; prowded, that, if in the opinion of the hoard of
administration, said member is permanently separated from state serv-
iece hy reason of snch discontinuance, he shall be paid forthwith all of
his acewmulated contributions, and provided, also, that the board of
administration may, in its diseretion, withhold for not more than one
year after a member last rendered state service all or part of his
acctumulated normal contributions if after & previous discontinuance
of state service he withdrew all or a part of his aceumulated normal
contributions and failed to redeposit sueh withdrawn amount in the
refirement fund as provided in this section. C

Any member may redeposit in the retirement fund, in one sum or
in not to exeeed six monthly or twelve semimoenthly payments, an
amonunt equal to that which he withdrew therefrom at the last termina-
tion of his membership. If a member upon reentering the retirement
system after a termination of his membership shall not make such
redeposit, he shall reenter as a new member without credit for any serv-
iee and the rate of his eontributions for future years shall be the normal
rate provided for in subdivision (e}, section 10, of this act at his
age of reenirance; otherwise his rate of contribution for future years
shall be the same as his rate prior to the last termination of his mem-
bership, and his membership shall be the same as if unbroken by sueh
last termination’ :

SEc. 13.. Retirement of a member for service shall be made by the
board of administration as follows:

(a). On or after (one year or more from effective date) each member
who has attained the age of seventy-five shall be retired forthwith,
or on the first day of the ealendar month next succeeding that in which

the suid member shall have attained the age of seventy-five, On or

after (five years from the effective date), sach member who has attained
the age of seventy years shall be retired on the first day of the calendar
month next succeeding that in which the sald member shall have
attained the age of seventy years,

{b) Any member in the state serviee may retire upon written appli-
cation to the board of administration, stating what time, not less than
thirty days subsequent to the filing of such application in case one
of the options set forth in section 18 of this act is selected, he desires
to be retived; provided, that sald member, at the time =0 specified for
his retirement, shall have compleied twenty years of continnous service
‘a5 defined in this act and attained the age of sixty years; and providad,
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Further, that if at the time of his entrance info the retivement system
the member shall have alvrcady completed tweuty years of continnous
service as defined in this act and attained the age of sixty years, e
shall complete ane additioual year of serviee hefore vetirement.

See. 14, (a) A member, upon retivement for service, shall receive
a retivement allowance which shall consist. of :

(1} Anr annuity which gshall he the aetuarial equivalent of his acenmu-
lated vontributions at the time of his vetirement; and

(2) A pension, purchased hy the contributions of the state, equal to
that portion of the annuity purehased by the accumulated normal
contributions of the member; and

(2) An additional pension, purchased hy the contributions of the
state, whieh shall he equal to oneseventieth of his average annual
compensation  earnahle during the last threc years of prior service
aredited to him mnltiplied hy the number of years of prior service
credited to him, exeepi that if a member shall retive before attaining
the age of rixty-five years, the additional pension shall be redueed
to that amount which the disecounted valune of the pension as provided
for above in this paragraph, deferved to age sixty-five, will purchase
at the actwnal age of retirement,

{b) Any member who enters the retirement system on —__ ... ,
or who enters after said date and received eredit for prior service,
and who retires after attaining the age of seventy years, shall receive
on acecount of priov service such additional pension, purchased by the
eontributions of the state, as will make his fotal retirernent allowance,
exclusive of the annuity provided by hiy aceumulated additional contri-
butions, not less than four hundred eighty ($480) dollars per year
unless such four hundred eighty ($480) dollars exceeds one-half of his
final ecompensation, in which event his totn] retivement allowance, exclu-
sive of the annuity provided by his acenmulated additional contribu-
tions, shall be not less than one-half of hiy final compensation,

Seo, 15, On and after (one year or morve after effective date)

. retirement of & .member for disability shall be made by the board

of administration upon medieal examination as follows: Any member
while in the state serviee, or within four months after the discontinn-
anee of state service, or while phwsically or mentally incapacitated for
the performance of his duty if such ineaparity has been continuous
from discontinuance of state service, shall b examined by a physician
or surgeon appointed by the beard of administration, wpon the appli-
cation of the head of the office or department in which said wember
ts employed, or upon the application-of said member or of a person
acting in his behalf, stating that said member is physically or mentally
incapacitated for the performance of duty and cught to be retired,
provided that the said member has had ten or more years of con-
tinuons gervice immediately preceding his retivement. If such medieal
examinatien shows, to the satisfaction of the hoard of administration,
that the said member is physieally or mentally ineapacitated for the
performance of duty and onght to be retired, the hoard of adminis-
tration shall retire the said member for disability forthwith,

The board of administration shall seaure snch medieal service and
adviee as may be neeessary to earry out the purpose of this section
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and of section 17 of thig aet, and shall pay for such medical services
and advice sneh eompensation as the board shall deem reasonable.

Src. 16, (a) Upon retirement for disability s member who has
attained the age of sixty years shall receive a serviee retivement allow-
ance as provided in subdivision (a}, section 14 of this act; otherwise
he shall receive a retirement allowance which shall eonsist of :

(1) An annuity which shall be the actuarial equivalent of his accumu-
lated eontributions at the time of his retirement; and if, in the opinion
of the board of administration, such disability is not due to intemper-
- ance, wilful misconduct or violation of law on the part of the member,

(2) A pension purchased by the contributions of the state which,
together with his annuity provided by his accumulated normal contri-
hutions, shall make the retirement allowance, exclusive of the annuity
provided by his accumulated additional contributions, equal to (1)
ninety per cent of one-seventieth of his final compensation multiplied
by the number of years of serviee eredited to him, if such retirement
allowanee exeeeds one-fourth of his final compensation; otherwise, ( 2)
ninety per cent of one-seventieth of his final compensation multiplied
by the number of years of serviee which would be creditable to him
were his service to continue until attainment by him of age sixty-five,
but such retirement allowance shall not exceed one-fourih of such final
compensation. In no event, however, shall the pension purchased by
the contributions of the state be more than sufficient to make the
retirement allowance, exclusive of the annuity provided by his aceumu-
lated additional contributions, greater than ninety per cent of the refire-
ment allowance, exclusive of any annuity purchased by accumulated
additional contributions, reecivable by the member should he retire for
serviee at the lowest age af which he would be eligible for service
retirement under the provisions of this act, ]

(b) If, when disability is due o intemperance, wilful miscondact
or violation of law, on the part of the member, the annuity fo which
said member is entitled under subdivision {a) of this section bellqss
than two hundred forty ($240) dollars per year, the board of adminis-
tration, in its diseretion, may pay to said member, ir one lump sam
and in lien of said annuity, his accamulated contributions.

Sgc. 17. (a) The board of administration may, at its pleasure,
requiré any disability beneficiary, under age sixty, to undergo medical
examination, such examination fo be made by a physician or surgeon,
appointed by the board of administration, at the place of residence of
said beneficiary or other place mutually agreed upon. Upon the hasis
of such examination the board shall determine whether said diahility

" henefiviary is still incapacitated, physically or mentally, for service in
the office or departinent of the state where he was employed and in
the position held by him when retired for disability. If the board of
administration shall determine that said beneficiary is not so ineca-
pacitated, his retirement allowance shall ‘be canceled forthwith, and
he shall be reinstated fo the position held hy him when retired for
disability.

(h) Should a disability beneficiary reenter the state service and be
cligible for memhership in the retirement system in accordance with
subdivision (a) seation 4 of this act, his retivement allowance shall he
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canceted and he shall immediately beecome a member of the retirve-
ment system, his rate of contribution for future years baing that estab-
lished for his age at the time of sueh reentry. ITis individual account
shall be credited with his acecumulated contributions less the nnnity
payments made to him. Such member shall reecive eredit for prior
service in the same manner as if he had never been retived for
disability.

" (¢) Should said disability beneficiary, prior to attaining age sixty,
engage in a gainful oceupation not in the state servive or should he
reenter the state service and he incligible for membership in the retive-
ment system in accordance with subdivision (b)), seetion 4 of this act,
the board of administration shall reduce the amount of his retirement
allowanea to an amount which, when added to the compensation earned
by him in such ocenpation, shall not excced the mmount of the final )
compensation on the bagis of whieh his refirement allowance was defer-
mined. Should the earning capacity of such beneficiary be further
altered, the board may further alter his vetivement allowance Lo an
amount which shall not exceed the amount upon whicl lie was originally .
retired, but which, subjeet to sueh lmitation, shall equal, when added
fo the ecompensation earned by him, the amount of his final componsa-
tion on the basis of which his retirement allowanee was determined.
When said disability benefieiary reaches age sixty, his retirement allow-
ance shall be wade equal to the amount upon which he was orviginally
retived, and shall not again be modified for any cause,

(d) Should any disability benefieiary under age sixty refuse to sub-
mit to medieal examination his pension may be discontinued wntil his
withdrawal of such refusal, and should suel refusal continne for one
year his retirement allowance may be canceled. '

(e) Should the retirement allowanee of any disability benefieiarvy
be caneeled for any case other than reentrance of the state serviee
lie shall be paid his accummlated contributions, Iess the annnity pay-
ments made to him,

Sgc. 18. Until the first payment on aceount of any retirement allow-
ance is made, the benefieiary may elect to veceive the actuarial equiva-
lent at that time of lis retirement allowance in a lesser rotirement
allowance, payable thronghout life with the provision that:

Option 1. If he die before he receive in anmity pavments pro-
vided for in paragraph (1), subdivision {a), seetion 14 and parngraph
(1), subdivision (@), section 186, of this act, the amount of his accumu-
lated contributions as it was at his retirement, the balance of such
gecumulated eontributions shail be paid to his estafe or to such person,
having an insurable interest in his life, ns he shall nominate by written
designation only executed and filed with the board of adwministration,

Option 2. Upen his death, his lesser retirement allowance shall be
continued throughout the life of and paid to sueh person, having an
insurable interest in his life, as he shall nominate by written desig-
nation duly executed and filed with the board of administration at
the time of his retirement,

Option 3. Upon his death, one-half of his lesser retirement allowanoee
shall he continued throughout the life of and paid to such person,

+ having an insurable interest in his life, as he shall nominate by written
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designation duly exeented and filed with the hoard of administration
at the time of his'retirement,

-Option 4. Such other henefit or benefits shall be paid either to the
heneficiary or to sneh other person or Dergong as he shall nominate,
provided sueh other benefit or henefits, together with such lesser retire.
ment zllowanee, shall be the aetuarial equivalent of his retirement
allowance, and shall be approved by the hoard of administration,

Sec. 19. Upon the death of a member while in the state service,
there shall be paid to his estate, or to such person having an insurable
interest in his Life as he shall have nominated by written designation
duly exeeunted and filed with the hoard of administration, his aceumu-
lated contributions and if such acenmulated contributions are less than
five hundred dollars ($500), and, if, in the opinion of the board of
sdministration, such death was not due to intemperance, wilful mis-
conduet or violation of law. on the part of the member, in addition
to his acewmnlated contributions such amount from the state’s con-
‘riril}lmtions as shall meke the total payable equal to five hundred ($500)
dlellars,

Smo. 20. No modification of the benefit provided in this aet shall
be made on aceount of any amount or amounts payable to a bene.
ﬁmary,l a8 _deﬁned herein, under the provisions of the worlmen s eom-
pensation instivance and safety laws of California,

Sec. 21, A pension, an annuity or retirement allowanece granted
under the provisions of this act shall be payable in equal monthly
ingtallments but a smaller pro rata amount may be paid for part of
4 month when the pension, annuity or retirement allowance begins
atter the firet duy of the month or ends before the last day of the
month, or ’

SEc. 22, The right of a person to a pension, an annuity or g retire-
ment dliowance, to the return of contributions, the pension, annuity
or retirement allowance itself, any optional benefit, any other right
acerued or ascerming to any person under the provisions of this aet
and the meneys in the fund created under this act shall not be subjeet
to exeeution, garnishment, attachment, or any other process what-
soever, and shall be unassignable oxcept as in this act speeifienlly
nrovided. ) . '

Sec. 28, If it shall be impractieable for the hoard of administra-
tion fo determine from the records the length of serviee, the com-
pensation -or the age of any member, the said board may estimate, for
the purposes of this aet, such length of service, compensation or age.

Sec, 24, No person who has been retived for service or disability
and who receives a retivement allowsnce under the retirement system
shall be paid for any serviee, except as a juror or as an clection officer,
rendered by him to the state afier the date of his retirement. ,

Sec. 25, If any section, or sections, or part of any section, of this
act shall be found to be wnconstitntional or invalid, for any reason, the
remainder of the act shall not theveby be invalidated, but shall remain
in full force and effect,

Seo,-26.  All acts and parts of acts in go far as they contliet with
this act are hereby repealed.

gy

APPENDIX IV

AGI'I‘UARIAL REPORT ON PROPOSED RETIREMENT SYSTEM
FOR EMPLOYEES OF STATE OF CALIFORNIA SUBMITTED
TO COMMISSION ON PENSIONS OF STATE EMPLOYEES

COLLECTION OF DATA

In order to comply with the request of the Commission that the cost
of certain proposed benefits he determined, it was necessary to assemble
considerable statistieal material bearing on past and present employees
of the State of California.

A complete list of present eligible employees in service at the close
of 1927 was obtained from the pay roll records filed with the State Con-
troller. :An information card was then sent to each employee through
the head of his department, which he was requested to complete. Sam-
nle of this card is shown on page 40. TIn all instances where the Civil
Serviee Commission had on file a roster card for the employee, these
were compared with the information seeured from the employees, so as
ter assnre the acenracy of the statisties as finally assembled.

The period chosen for the investigation of past experience was from
January 1, 1923, to December 81, 1937, Roster cards of the (ivil Serv-
ice Comnussion covering all eivil service and temporary authorization
employees in active service atl any time during this experience period,
but who separated from the service for amy reason before the end of
the period, were pulled from the files of terminated cards. Age data
for these employees was not shown on the roster cards, but a thorough
search through the records provided this information in approximately
62.5 per cent of the total number of terminations, and in’ approximately
97 per cent of the numher of terminations of eivil service employees,

TABULATION

- All necessary information from the terminated voster cards and the
information eards was coded and punched on Hollerith cards to faeili-
tate the tabulation of the data. A sample of the Hollerith card used
s shown on page 41.

All cards for part-time employees, extra help, employees elected or
appointed for a fixed term, and employees with less than six months of
service were excluded before any tabulations were made. .

. SALARY SCALES

The rates of salary were tabulated to establish a salary scale, showing
the relative salaries at the various attained ages. The data was sep-
arated according to the following six arbitrary oecupational groups

1, Male—~Clerical and administrative.
2. Male—Skilled labor and mechanies.

3. Male—TUnskilled labor.

4, Male—Institutional workers.

5. Female—Clerical and administrative,
6, Female—Institutional workers,
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The salaries were also kept separate lor years 1923, 1925, and 1927
in order that any trends in rate of salary increase might be observed,
The cards for which no age data was available were excluded from this
part of the investigation. Average salavies by atfained ages were com-
puted and a salary scale derived for ench gronp, It was found that no
perceptible difference appeared in the rate of salary increase by age for
the various years under observation. The figures for all three years
were therefore combined to form one salary scale for each occupational
group.

A careful exmnination of the graphs of the salary seales so eomputed
showed that a combination of groups might well be cffeeted. One com-
bination was made of occuprtional groups one and two listed above, and

another of groups three and four. Salary seales for the resulting four .

groups were used in the eompntation of cost figures for the various
henefits.

The percentage rates of contribution of employees were also com-
puted using these four salary scales, but it was observed that the result-
ing rates for the two oceupational groups of male employees were so
close that in the interests of simplieity they could be combined. A
gimilar situation was observed in the two occupational groups of female
employees. Accordingly, another combination was effected, and two
salary scales were made, one for all male employeces and one for all
female employees. It was essential to vefain these-two groupings
hecause of the uniformly higher mortality which may be expected among
male annuitants as compared with female annuitants. The superior
longevity anticipated among female employees makes it neeessary for
them to have greater accumulations st retirement than male employees,
in order to provide annuities of like amount, whieh in turn means higher
contribution rate for women than for men. The use of these final salary
seales was limited to the ecomputation of percentage rates of contribu-
tions of employees, All salary scales used are shown in Table 1.

WITHDRAWAL RATES -

A study was next made of the rates of withdrawal of the employees
by attained age and length of service. The rates used were sonfined
to those of employees under civil service becanse the information on
these employees was more complete and reliable than on the others, and
because they represented a more stable group, whose experience wonld
more nearly approximate that expected under a retirement system.

An analysis of the withdrawals by year of termination showed that
the years 1923 and 1927 presented an exceptionally high average with-
drawal rate as compared with the years 1924, 1925 and 1926. To
include both the years 1923 and 1927 in our investigation would have
produced an abnormally high withdrawal rate, and for thig reason the
year 1923 was excluded from this study. From this four year experi-
ence period, “select’’ and “‘ultimate’’ rates of withdrawal were com-
puted. Cards bearing no age data were distributed in appropriate
groups according to the distribution of the cards in those groups on
which ages were available. ‘‘Seleet’’ rates were determined for the
first three years of service, because the rates of withdrawal in the early
years of service were much higher than the withdrawal rates of
employees of the same age- who had been in the service for a longer
period. :

.
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No reliable information was available for obtaining the reasons for
separation from servies and, therefore, it was impossible to determine
the death rate or the rate of disability. The withdrawal rvate, computed
as deseribed ahove, ineluded not only vesipnations and dismissals from
service, hut also deaths and disahilities. In order to adjust for this
factor, there was dedneted from the gross withdrawal rate the assumed
mortality and disability rate, using the standard tables mentioned in the
deseription of the active service table which follows.

It was found desivable to eombine the data into two groups for the
purposes of computation, The fivst gronp inclnded oceupational groups
1, %, and 5, shown above, and the second group included groups 3, 4,
and 6. ‘ .

The final graduated rates of withdrawal used in the eonstruction of
the Active Service Tables ave shown in Tables 2 and 3.

ACTIVE SERVICE TABLE

In order to compute an active serviece table it is necessary o have the

following rates for employees in active service:
1. Rate of mortality,
2. Rate of disability.
3. Rate of withdrawal.

Only the third item mentioned ahove was available from, the data at
our disposal. The rates of mortality for all groups of employees were
assumed o he the same as shown by the American Experience Table
of Mortality, which is a conservative table long aceepted as a standard
among life insurance eompanies and known to follow closely the mor-
tality generally experienced nnder retirement systems.

The rates of disability were taken from the experience of the City
of New York Employees’ Retirement Fund. The disability experience
on laborers was used for our institutional group (combination of oceu-
pational groups 8, 4, and 6) and an interpolated value hetween the
experience of elerks and meehanies was used for our elerical and adwnin-
istrative group (eombination of oecupational groups 1, 2, and 5). The
rates of disability of the employees under a retirewment system depend
not only upen the partienlar group eovered but upon the administration
of the henefit. It i probable that the tables of rates of disalility ehosen
will, with reasonahle care in administration, he found to he a close
approximation of the experience under the proposed system.

Tables 2 and 8, in addition to showing the rates of withdrawal, show
the assumed rates of disability -and mortality. Tables 4 and 5 show
the Active Serviee Tables.

CONSTRUCTION OF MONETARY TABLES AND THE VALUATION
OF BENEFITS

Commutation columns were prepared for the valuation of each henefit.
The rate of interest was assumed to he 4 per cent per annum com-
pounded annually, Mortality of service pensioners was assumed to
follow ““MeClintoek’s Annnitants’ Mortality Tables,’’ using the appro-
priate tables for males and females, Mortality of disability pensioners
was assuined to follow Hunfer'’s Nisability Table. Annnity values are
shown in Table 6.
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Explanations of the eonstruction of the eommutation eclumng and of
the formulag nsed in valuing the benefits wonld involve considerable
mathematical analysis which ig felt to be beyond the scope of this report.

CUTLINE OF PROPOSED SYSTEM

These fundamental tables were used to make various experimental
calenlations which were desired by the Commission in its analysis of
different propoesals. Final detailed ecaleulations were made in secord-
ance with the proposed system described in the Commission’s report,
The benefits and provisions of this system may be summarized ag fol-
lows:

f. General Nature of Proposed System.

1. Bystem is fo be on “*savings-bank’’ prineiple. The actual amount
of retirement allowange for future service will be dependent upon the
accumulated funds to the eredit of the employee at the time of retire-
ment, Contribution rates are figured so that if the present salary scale
holds geod, and interest at 4 per cent per annum, is eredited, the retire-
ment allowanee at age 65 for future serviee will be 1/70 of “‘final zal-
ary’’ for each year of service. ‘‘Final salary’’ is defined as the average
galary for the five years prior to service retirement,

2. The firgt six months of an employee’s serviee shall be ignored,

Il, Service Retiremant Benefit.

1. Retirement is optionel at age 60, provided there is & minimum of
twenty years’ service, and compulsory at age 70. As regards present
employees, any person over 60 years at adoption of system shall not be
sibject fo compulsory retirement, gxeept for dimability, until he has
served five additional years.

2, Maximum salary congidered shall be $5,000 per year. The state
will not eontribute on any portion of salary above this figure, though
employees may contribute on full basis if he desires.

3. Rates of contribution shall be ““keyed’’ to produce an estimated
retirement allowance of 1/70 of final salary for each year of serviee,
provided that retirement takes place at age 65. Retirement before or
after 60 would produee proportionately smaller or larger percentage.

4. Prior serviee is to be recognized by a speecial allowanee furnished
by the state, applicable upon retirement at or after age 65, This allow-
ance shall ba 1/70 of salary for each year of prior service. Salary is
to he considered as the average compensation for three yesrs previous
to the adoption of the system.

5. No employee now in service shall be subject to compulsory retirve-
ment at any time on a retirement allowanece less than $40 per month.
If the regular provisions of the system wvield less than this amount
when he becomes subject to compulsory retirement, the state shall make
up the difference. Any present employee retiring after age T0 shall
receive a minimum of $40 per month.

6. As regards future service, the state will “‘mateh’ the vetirement
annuity purchased by the employee’s aceumulated eontributions,
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11, Disakility Retirament Benefit.

1, Benefit shall not take effeet unless employee has had at least ten
years of servies. Service prior to the adoption of the system will connt
toward this minimum.

2, Disability benefits shall be entirely independent of Workmen’s
Compensation benefits,

3. Upon disability, employee shall receive snnuity purchaged by his
own accumulations, plus such an allowanee from the state as shall make
his total benefit equal to 90 per cent of 1/70 of final salary for each
vear of service. Tinal salary is the average salary reccived fov five
years prior to disability.

4, If this works out at less than 25 per ecent of final galary, employee
shall be granted 90 per cent of 1/70 of hig final salary for each year of
possible service up to age 65, provided that this does not excecd 25 per
eent of final salary. In no event, however, shall the disability allowance
exceed 90 per cent of the gervice retirement allowance which the
emplayee conld draw, assuming that he retived at his lowest possible
retirement age.

1V. Death Benefit.

1. Upon death of any employee before serviee or disability retire-
ment, the amount of his accumulated contributions will be paid to his
benefigiary,

2. If his accumulations are less than $500, the state will contribute
an additional amount suffieient to bring them up to that figure,

V. Withdrawal Benefit.

1, When an employee withdraws from the service for any reason
except. serviee or disability retlrement his contributions with interest
will be refunded to him.

NMUMBER AND SALARIES OF ELIGIBLE EMPLOYEES

As has been stated, all cost studies were based on pay rolls as of
December 31, 1927, Number and salaries of eligible employees by
main ceenpational groups are as follows:

Number Annuel salary

Male, clerieal and administrative and skilled Iahoran-ooccae 3,462 37,671,800 00
Male, institutional _ 1,780 2,430,682 00
Female, clerical and administrative 1,631 2,320,957 00
Female, institutional cvacean a7l 852,030 00

Totals e - - 7,853  §13,284,450 Q0

Where an employee Teceives maintenance or lodging as part of his
eompensation, it has been included in his salary af the regular rate in
use by the State Civil Service Commisgion. Part-time employees, and
those in the serviee less than six months, are not included.

CONTRIBUTION RATES FOR EMPLOYEES

" Table 7 shows the contribution rates of employee-members necessary
to produce 4 of a retirement allowance at age 65, equivalent to 1/70 of
‘‘final salary'’ for each year of service. Rates are shown separately
for male and female employees and are graded according to age nearest
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birthday at entry into the system. The rates range from 2.62 per cent
of salary for a male employee aged 16 to 7.02 per cent for a female
employee aged 64. Any cmployee entering the system at an age ahove
64 shall pay the same percentage which applics to age 64. Applying
these percentages to all employees in service at the end of 1927, as shown
ahove, a total annual contribution by employees of $542,963 is obtained,
which is 4.09 per cent of the pay roll,

ALLOWANCES AT SERVICE RETIREMENT AGES OTHER THAN 65

The system contemplates voluntary serviee rofirement at any age
between 60 and 70, provided there has been 20 years? service, Whenever
serviee retirement takes place the employee will receive the ‘annuity’’
purchased by his own contributions, plus an equal amount as a '‘pen-
sion’’ from the state. If he retires before age 65, his estimated retire-
ment allowanee for each year of service will be less than 1/70. If he
retives after age 65, it will be greater than 1/70. Tables 8 and 9 show
the approximate percentages of final average salary to be received by
employees entering the system at any age from 20 to 60, and retiring at
any age from 60 to 70, These tables are drawn up on the assumption
that future salary inereases are proportional to the salary scale. The
20-year minimum service requirement ineludes service prior to the
adoption of the system, and the approximate percentage allowance upon
retirement is therefors shown for ages at entry into the system as high
as 60. To determine the approximate percentage which will be received
by a present employee upon his retivement, the percentage Lrom Table 8
or 9 must be obtained eorvespending to his age at entry into the system,
and to this percentage must be added the amount provided for his prior
serviee allowance.

ESTIMATED COST TO THE S8TATE

In caleulating the estimated cost to the state, no facts were available
regarding the probable rate of serviee retirement after the minimum
age of eligibility, Service retirement can take place at any age between
60 and 70, subjeet to the minimum service requirement, and the eost
will vary according to tlie age actually selected by employees. The
assumption has been made that employees will retive, on the average,
when they ean secure a retirement allowance equal to one-half of their
““final”’ salary, subject always to the compulsory retivement age limit.

Where employees were over 70 years of age at the veluation date, it
has been assumed they will retire at the end of two and one-half years.

Cost calculntions were made separately for each of thé four main oceu-
pational groups, hecause of cxpected differences in salary scale, dis-
ability rates, and withdrawal rutes. In assembling the final cost figures,
use was made of quinguennial age groups.

Table 10 shows the total present value of all benefits contemplated in
the proposed systenm. These figures do not have any direct bearing on
current annual costs. The present value of all future benefits is a very
necessary item in ‘drawing up a balanee sheet'of a system in actual

operation, sinee it then becomes neeessary to-ghow as lishilities the total -

value of all future benefits to present members; and to show as assets
the funds in hand plus the present value of the future contributions
regularly provided for by the state. '"These figures.gre of only theoreti-
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cal interest in setting up a new system on an actuarial basis, since the
annual contributions necessary by the state arc figured so that their
total present value will be equal to the present value of all future obli-
gations assumed. As a matter of record, however, the figures are made
a part of this report.

The important items of Table 10 are the liability for minimum service
pension, and for prior service. These vepresent the total ‘‘load’ the
state will pick up over and above what it will cost to provide the benefits
which are applicable to future service. .

Table 11 shows the estimated annnal payments necessary to defray
all costs of the proposed system, based on the eligible employees as of
December 31, 1927, The total annual cost of each henefit is also shown
as a percentage of the 1927 salaries. Prior serviee liability is assumed
to be liguidated by equal annual payments over a 20-year period, and
the cost of minimum service pensions by equal annual payments over a
b-year period.

The annual cost fisures show that an annual appropriation of 3.08
per-cent of the eligible pay roll should he sufficient to meet all obliga-
tions for serviee and disability allowances applicable to future service.
The first-year cost of the death benefit is estimated at 0.35 per cent of
the pay roll; as the employees’ contributions aceumulate, this will
rapidly decrease, and should reach an nltimate figure of 0,13 por cent of
the pay roll. An additional estimated eost of 1.72 per cent of the 1927
eligible pay roll payable for 20 years, should take care of the prior
service obligation, and 0.46 per eent for five years shonld cover the
minimum pensien provision. The table shows a total initial annual
cost of 5.61 per cent of the eligible pay roll, or $744,473.

In all these calenlations of eost to the state, contributions called for
from the employees have heen omitted. No allowance has been made
for the cost of administration, whieh it is presumed will be borne by
the state.

CHART ILLUSTRATING OFPERATION OF SYSTEM

Following Table 11 appears a chart showing the amount of disability
or service allowanee to which an ‘“average’’ employee entering the gerv-
ice at age 25 would be entitled were he fo retire under the proposed
plan. The salary assumed to be earned by this ““average’ employee

is shown as the figure corresponding to the salary seale adopted for'

male employees,
PROVISION FOR QUINQUENNIAL INVESTIGATIONS

Because of the many variable factors entering inte any proposed
retirement system, it is extremely desirable that an actuarial investiga-
tion be made at least onee in five veary to determine how the actual
experienee compares with the original estimates of withdrawals, mor-
tality, salary senles, interest rate, ete., so that any necessary adjustments
can be made. A provision of this kind is found in all sound retivement
systeins.

APPREGIATION

In concluding this report T wish to express my appreciation to the
members of the Commission for their courteous consideration in all
matters from beginning to end of the work, to Miss Lodema Shurtleff,
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secretary of the Commission, who bore the larger part of the burden
of collecting and cheeling the statistical information regarding present

employees, and to Professor A, H: Mowbray, consulting actuary of the

Commission for hig invaluable and constructive cooperation. I am also
grateful to the officers of other retirement systems who have willingly
furnished information and suggestions, and especially to Mr. Ralph R.
Nelson, seeretary-actuary of the San Francisco Uity Employees Retire-
ment System, who took an active interest in the work as it progressed
and who made available the records and experience of his office.
Respectfully submitted,
Bagrrsrr N, CosTss,
Actuary,

San Franeiseo, Cal,, November 28, 1928,
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CoMMIssIoN oN PENSIONS oF STATE EMPLOYEES,
331 Forum Building, )
Sacramento, California.

GentLEMEN: In aecordance with your request I have joined with
your actuary, Mr, Coates, in outlining the plans for getting the data
for your study of the pension problem, and have conferred with you
and him in developing the plan you are proposing. I have also currently
checked the data and methods by which the rates of contribution fur-
nished in Mr. Coates’ report were determined as well as the data and
methods of estimating the cost to the state of setting up the system and
providing for the disability benefit and prior service credit. Finally, I
have reviewed both the draft of your proposed report and Mr. Coates’
aetuarial report.

T am pleased to say that I consider the proposed pldn actuarially
sound and in line with the best progress in pension arrangements, and
that in my opinion the contribution rates submitted are such as, on the
eonditions noted in Mr. Coates’ report, will provide the benefits con-
ternplated. I am also of the opinign that the estimates of costs to the
state are as accurate as can be made, considering the nature of the
problem,

I believe the state may proceed safely in reliance on these estimates.
However, I concur in the recommendation that if the plan be adopted
there be provision for periodie actuarial review. I deem this an essen-
tial provision in all pension plans. It permits timely adjustment for
changes in conditions while such adjustment may be made with least
diffieulty and best effect.

Respectfully submitted.
: (Bigned) A. H. Moweray,
Consulting Actuary.
Berkeley, Cal,, December 8, 1928, ’
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Tapre 1 BALARY SCALES . TaApLE 2 Male, clericel and skilled lobor and female, olerioal
In vabuing Yiabilities In computing per- Rates of withdrawal
centape rates of )
Mule, clerical Mals, unskilled contribution of Firgt Becond Third Rates of Rates of
‘and lebor and Female, Female, enmployees Age yeer year year Ultimate disability  mortality
Apge  skilled labor -institutéonal olericel  inslitutional Male Female - 17 1833 0004 007688
20 1,320 1,160 1,080 1,140 1,280 1,080 18 1798 1646 0004 007727
21 1,418 ©o1,181 1,139 1,160 1,864 1,184 19 1768 1610 1260 0006 007786
29 1,508 1,200 1,186 1,178 1,440 1,173 20 A721 1475 1228 0800 0006 007805
o8 1,501 1,218 1,226 1,194 1,509 1,200 21 1884 441 1196 0874 0006 007865
24 1,668 1,236 1,285 1,208 1,672 1,241 22 1648 1408 1186 0848 0006 007008
25 1,740 1,250 1,300 1,220 1,830 1,270 . 28 14611 1378 1133 20823 0008 007058
26 1,808 1,264 1,382 1,230 1,688 1,206 24 BT 2338 1108 0707 0007 008011
97 1,878 1,277 1,362 1,230 1,782 1,319 . 25 1540 - 1306 A072 JOTTL L0008 QD80G
o8 1,934 1,289 1,300 1,247 1,778 1,330 26 1505 1278 1042 0746 0008 .008130
29 1,998 1,800 1416 - 1,264 1,822 1,358 . 27 | 1470 1241 1012 0719 L0008 008107
30 2,050 1,810 1,440 1,260 1,265 1,874 28 .1435 1208 0082 0604 0008 008204
31 2,104 1,819 1,481 1,265 1,907 1,888 29 1401 Jd177 0053 0868 0010 008346
32 2,156 1,328 1,482 1,269 1,047 1,401 30 1867 1145 0924 0642 0011 008427
83 2204 1,386 1,502 1,278 1,082 1,412 3 a1 - 1333 Jd114 0885 0616 0011 008510
34 2,248 - 1,843 1,622 1,277 2,018 . 1,422 32 1300 1083 0867 0500 0012 008607
85 2,200 1,860 1,540 1,280 2,040 1,481 . 38 1267 1052 L0839 0665 0018 008718
86 2,820 - 1,366 1,668 1,282 T 2,084 1,439 34 1234 1022 0811 . L0539 0014 008831
87 2,845 1,368 1,676 1,285 2,085 1,446 a5 A202 0992 0784 0513 L0015 008046
38 2,366 1,360 1,691 1,288 2,104 1,462 36 A170 0962 0757 0487 0018 009089
30 2,384 1,874 1,606 1,201 21921, 1,467 - 87 1138 0083 0730 0461 0017 000234
40 2,400 1,380 Co1,620 ¢ 1,203 2138 1,462 88 1107 0804 0704 0436 0019 009408
41 .2.418 1,384 - 1,688 - 1,205 2,149 1,466 30 . 1078 {876 0678 0410 L0020 009686
42 2,425 1,388 ° 1,646 - 1,208 21681 1,470 40 1045 0847 0662 0384 0022 000794
43 9,484 1,392 1,868 1,288 2172 1,474 41 J016 0819 0627 0356 0024 010008
44 24483 1,896 1,669 1,200 2,182 1,478 42 L0984 0791 0601 0329 0026 010252
45 - 2450 _ 1400 0 . 1,680 1,800 2,191 1,481 43 0055 0764 0577 0303 0028 010517
486 2,456 1,404 1,600 1,801 2,100 1,484 44 0025 0787 0552 0279 0030 010820
47 2,461 1,408 - 1,700 . 1,802 2,205 1,487 45 L0896 0710 0528 0255 0038 011168
48 c2466 - 1412 1,708 1,308 2211 © 1,400 46 . 0887 0884 0504 0232 0037 011562
49 2468 1418 1,717 1,804 2,216 1,408 47 L0839 0867 0481 0211 0040 012000
60 -~ 2,470 1,420 1,726 1805 2,220 1,498 48 0810 0632 L0467 L0180 0044 012500
Bl 2,473 1,423 1,732 1,308 2,223 1,450 49 0783 0608 0435 0171 0049 013108
52 2,478 1,426 1,780 1,807 2,998 1,501 50 0756 Rihiiad L0412 0152 0055 013781
53 2,470 1,429 1,745 1,308 2,208 1,608 B1 0728 0556 0390 0134 0043 014641
54 2,482 - 1,482 - 1,750 1,800 2,229 1,506 62 . 0701 0632 0388 0117 0070 15389
B . 2,484 -1,435 P 1,7ER 1,810 2,230 1,607 53 0674 0807 0346 0100 L0080 .016333
58 2,486 1,437 1,759 1,811 2,281 1,508 . 54 - 0848 {484 0326 0084 00601 0178868 -
5T 2,488 1,439 1,788 - 1,312 . 2989 1,511 B6 0622 (0480 0804 L0069 0108 018671
58 2,489 1,441 1,786 1,313 2,233 1,512 lil:] 0598 04387 ,0283 0064 0120 019886
50 2,491 1,443 1,768 1,314 2,234 1,514 57 0571 0414 L0263 0040 0140 .021836
80 2,403 1,445 1,770 1,516 2,235 1,515 53 0891 . 0243 0028 0161 022086
81 2,406 1,446 1,771 1,816 2,286 1,516 50 0228 0013 0190 024720
82 2,497 1,447 1,772 1,817 2,287 1,617 60 0000 026698
a8 2,408 1,448 1,778 1,818 2,288 1,518
gfé 2,400 1,449 1,774 1,819 2,239 1,518 '
to

70 2,500 1,450 1,776 1,820 2,240 1,620
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Tante 8 Malo Unskilled Labor and Immutﬁmxl and Female Inetitutional

Age’

17
18

19’
20

a
22
23

24

25
27

Rates of withdratoal

irst
. Year . -

3666
3463
2344
3288
8136
3037
2042

2850 -

2761
2675
2692
2512

2435

2861,

2289 .

.2220
2158
.2089
2027
1967
J009
1864
1800
2748

1698

1649
1802
66T
1513
1470

-Beaond
. Year

2016
2818
2726
2634
2647

2482

2380
L2300
.2223
2148
2076
.2006
1989
1874

©LJAB11

1760
1601
1884
1579

Third
FYear

2293
2212
2183
2067
1983
1910
1840
1772
1706
1641
A578
AB1T
1468

L1401 -

1845
1201
1239
1188

Ultimate

1528

1485
.1408

Rates of Rates of
IHaability Mortality
0008 007688
0009 007727
0010 007766
0011 007805
0012 LO0TBEG .
0018 007006
0014 007068
0015 008011
0018 08066
0017 008130
0019 008197
0020 008284
0022 008345
0024 008427
0026 008610
0028 008807
0080 08718
0033 008831
0086 008946
0040 009089
0044 (00234
0048 000408
0053 009586
0068 009794
0064 010008
0071 010252
0078 LOT051T
L0086 010829
0094 011168
0104 011662
0114 012000
0124 012508
0185 ,013106
0149 013781
0185 014541
0184 015388
0208 .016333
0238 017308
0264 018671
0208 019885
0343 021385
0368 022936
04490 024720
026808 .

Bervice

~ Living

TABLE 4
Active
o8y
I E
P
l !
i !
17 100,000
i8 89,077
i9 79,669
20 71,207
21 64,048
22 B7,732
23 52,163
24 47,287
25 42,979
26 30,1756
27 46,804
28 32,826
29 80,173
B0 27,817
31 26,707
32 23,825
33 22,143
34 20,634
35 19,280
38 18,081
a7 16,904
38 15,974
30 16,084
40 14,279
41 13,552
42 12,888
43 12,286
44 11,735
45 11,280
46 10,761
47 10,320
48 5,024
49 0,547
50 9,180
BL 8,853
52 8,520
53 8,219
54 7,016
55 7,621
i3] 7,828
67 7,036
B8

U3

— s

80,861
72,355
64,923

58,485
52,727
47,727
43,313
89,423

36,070
32,029
30,219
27,818
26,004

23,749
22,088
20,494
19,116
17,877

16,761
16,766
14,848
14,025
13,286

12,618
12,008
11,456
10,049
10,487

10,061
9,664
9,207
8,062
8,628

8,310
8,025
7,740
7,465
7,103

6,925
8,850
6,386
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teble—DMale olerioai-skilled lalior end female olerical

. TTmTmmumaf
PHUL

67,711
60,831

54,808
49,526
44,885
40,766
87,186

33,826
81,078
28,546
26,292
24,281

22,481
20,876
10,431
18,188
16,967

16,817
14,569
14,113
13,358
12,635

12,001
11,428
10,804
10,427

9,881

9,681
5,219
8,874
8,562
8,248

7,060
7,684
T.418
7,159
6,006

6,853
6,402
6,146
5,887

——~~ap0u31 1)

68,619

52,850
47,705
43,386
39,898
35,914

32,626
30,087
27,663
25,481
23,641

21,806
20,253

-18,860

17,606
18,477

15,460
14,542
13,718
12,060
12,279

11,660
11,100
10,592
10,130

8,707

9,310
8,961
8,828
8,318
8,026

7,740
7,484
7,229
- g,981
6,787

6,496

6,268
6,007
6,766

Foatar

mm——————1Daf

604

bbd-

513
474

486
401

puocagy

mmm——————ipaft

12,403 -

-10,926
9,676

8,421
7413
6,662
5,800
5,148

4,580
4,087
8,850
3,274
2,089

2,646
2,588
2,156
1,963
1,778

1,618
1,470
1,342
1228
1,126

1,034
950
876
808
T44

689
635
588

602

462
427
393
361
330

302
278
250

Withdrawale
p-e] o
§f F
[ 3
: 3
1 @

: !
! '
8,832
7470 5,276
6,655 4,620
5,760 4,053
5,083 38,666
4497 38,140
3,980 2,760
8,636 2440
3,146 2,163
2,803 1,910
2,506 1,702
2,243 1,611
2,012 1,343
1,810 1,186
1,831 1,086
1,471 949
1,830 845
1,205 T3
1,083 670
993 598
004 531
823 472
7562 416
687 366
629 321
676 283
BT 248
484 216
443 180
406 164
872 142
340 122
811 104
283 88
257 T2
282 i)
211 48
188 35
168 26
149 16
131 T

o
g EF
& 28
Pl
1
b
! [
709 40
626 82
626 34
468 29
415 26
378 20
345 26
316 28
200 29
267 20
247 24
228 26
213 28
198 28
186 24
174 24
164 24
66 25
147 25
140 25
134 26
128 268
124 26
120 27
117 28
114 20
111 30
110 30
108 32
108 3¢
108 36
108 38
100 41
111 44
113 48
116 b2
118 &8
121 64
25 M
120 78
132 88
138 .97
142 108
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Tasrg 4—(Continued)
Active service table—Male olerical-skilled labor end female olerical

g2t

- Y- - ¥
B 55 ED

85

Living

LEY

&
3
&

g0
m—————— 50T
¥ 7 7 ]

PaL

il

5,408

5,861
5,19%

4,808
4,084

4,496
4,300
4,005

3,382 -

3,662

——————=rinefl

FL Y

————————inaf}

puosay

Withdrawels
bR o
| g
=]
: g
1 ]
1 1
! !

BERBE B
BapgR B-—muweq

196
206
213
220

TETTTETRAE D

Appqvesd
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Active servive table—Male, una‘k&lle& labor and instlutional

TascE §
S b=l
< X w
R
! |
! |
I :
i B
17 100,000
18 ‘80,432
19 65,300
20 53,480
21 44,190
22 36,807
23 30,913
24 26,168
25 22,804
24 19,165
27 16,560
28 14,427
20 12,646
a0 11,168
31 9,805
32 8,820
33 7,923
34 7,149
36 6,482
38 5,905
87 5,404
a8 4,009
a0 4,686
40 4,249
41 3,084
42 3,687
43 3,460
44 8,288
45 3,047
46 2,872
47 2,718
48 2,660
49 2,438
50 2,309
51 2,194
52 2,083
53 1,977
54 1,875
B5 1,773
56 1,874
B7 1,577
58

S

———————maf g
pucIZY 3'

63,401
51,865
42,801

85,687
29,982
25,200
21,528
18,458

16,930
13,848
12,107
10,865

9,433

8,809
7,620
8,768
6,124
b5,569

5,087
4,688
4,209
3,977
8,602

8,440
3,218
3,016
2,884
2,871

2,523
2,387
2,264
2,148
2,040

1,840

1,765
1,860
1,580

1,498
1,407
1,822

———————~u4p3f}
YT

44,436
36,866

30,821
26,064
22,083
18,827
16,200

14,084
12,232
10,730
9,400
8,405

7,602
6,732
6,072
5,604
5,014

4,589
4,217
3,800
8,604
3,361

8,126
2,026
2,748
2,685
2,459

2,308
2,186
2,078
1,071
1,874

1,788
1,807
1,618
1,536
1457

1,380
1,802

1144

ETTaRwii

hamaaiaanien¥ -7 3
LrY

35,660

27,778
21,887
17,316

13,858
11,178
9,005
7,466

6,158 -

5,123
4,296
3,024
3,079
2,683

2,265
1,960
1,706
1,498
1,314

1,161
1,081
921
826
742

671
608
553
504
461

422
. 388
857
328
808

280
258
238
218
200

184
187

and femals, inslitutional

mm——————n0f
puooag

.18,608
14,643
11,688

" 9,400

509

468
414
374
840
310

283
258

217
108

183
188
1654
141
i29

117
106
96

Withdrawals
a2
37§
I
1 h
: R
1 1
! i
10,180 -
8154 5173
8,574 4,168
6,341 8,368
4,369 2,788
3,606 2240
2,080 1,844
2487 1,626
2,088 1,270
1,761 1,061
1,404 891
1,276 161
1,008 630
943 541
B17 461
710 304
621 338
845 200
480 260
424 216
8T 186
336 161
800 180
268 120
242 104
217 20
198 k&l
176 [i]§]
160 b8
144 48
131 40
119 34
108 28
08 23
83 18
80 14
3 11
i) 8
68 i1
52 2
47 1

T eYInay

ISy

fg2q088F
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PapLy B—( Continued)

8 o0y

2888

L3

Aotive service tablo—Mals, unskilled labor and institutioncl

and female, inatitutional

Living

§
:

— ;1T 1
LT
—— -7 ]
m——————405i
paYT

mmm————_00fl

W

et ¥ -7 3

puosay

Withdrawals

3
8

m——————

?

Y

Ml i

bpTTTTTRYIDA(

-1

——e=———gR8DO
Appeossd

— 5T —

90
91
92
93
04
o5

#*Baged on MeClintock's Table

Serviog Retiremont®

Mole

10,384

10.070
0.754
9.488
$.121

8.804
8.488
8173
7.859
7.548

7.239
6,084
4.883
G.88¢0
G.045

5,758
5,478
5,200
4.038
4.678

4,426
4,182
8.046
3.718
2.409

3.289
3.088
2.806
2712
2.638

. 28T

2.216
2.067
1,927
1.786
1,678

Amnuity Values

Pemale

- 11705

11377
11.048
10.714
10.381

10.046
9,711
9.376
9,042
8.700

8.378
8.060
T.724
7402
T.084

6.770
6.462
6.150
5.863
5.678

5,200
5.016
4,748
4.480
4.238

3.006
3.763
3.659
3.825
8119

2.928
2.788

2,650 .

2.390
2.231
2.081

**Based on Hunter's Ultimate Table

Disability Relirement™*
e

4.7010
4.9957
5.2038
55947
5.801¢

6.1880
6.4615
8.7178
6.0495
T.1487

7.3043
T.4164
7.4011
7.5388
7.5664

7.5642
7.5041
75555
7.5458
7.5251

7.4046
7.4605
7.3087
T.3421
7.2853

7.2201
T.1542
7.0876
T7.0111
3.5342

6.8527
B.7608 -
6.6804
8.5960
6.5147
8.4421
6.3728
6.3078
6.2461
8.1025
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Tanie 7

RATES OF dONTRIBUTION OF MEMBERS EXPRESSID AH PER-

To produce one-half of a retirement allowance equivalent to one-geventieth of

CENTAGHEHS OF BALARY

“final” salary for each year of service.

Age at eniry
inlo system

18
117
18
19
20
21
22
23
24
25
26
27
28
29
50
31

. I\’,eﬁr_ement Age 685 )

Male
2,62
2.68
2,84
2.66
2.68
2.70
2,78
297
2.81
2.85
2.89
2.98
2.98
3.08
3.09
3.4
8.20
8.28
3.32
3.89
3.46
3.63
3.60
3.68
3.5
3.83
391
8.08
4.08
4,17
496 .
4.35

453
4,63
473
4.83
4,98
b.04
514
5.25
5.36
5,47
5.68
5.80
5.80
5.92

8.16

Female
277
2,79
2.81
2.84
2.88
2.02
297

3.02 -

3.08
3.14
3.20
3.26
3.33
3.40
347
3.64
3,61
3.69
377
3.85
3.94
4,02
411
4.20
4.29
4.38
4.48
457
4,67
477
4.87
4,98
5.08
5.19
5.80
541
5.52
5.64
8.75
5.87
5.99
6.11
8.24
6.36
849
6.62
8.76
6.89
7.02
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TABLE B MATES

APPROXIMATH PRRODNTAGES OF FINAL AVERAGE SALARY PUR-
CITASED BY ACCUMULATED NORMAYX CONTRIBUTIONS OF
EMPLOYEES PLUS THE EQUAL ACCUMULATED CON-

TRIBUTION OF THE STATHE

Age of eniry .
into refirement
system

Rettrement age

systein 80 61 6 [5] 84 [ (14 a8 69 T
20 426 462 502 545 6592 0643 699 762 831 907 901
21 415 452 400 5833 OBT.9 G298 684 745 B8LS 88T 97.0
22 405 441 4790 D20 B65 Gid 669 729 795 BGH 9490
23 395 43.0 4067 508 552 600 653 713 TTR 845 0290
24 3865 410 455 495 589 586 638 698 760 83.0 908
25 874 408 444 483 525 B7T1 628 680 742 811 B8R

28 364 807 482 470 512 857 008 663 7256 792 887
27 353 386 420 458 490 543 692 647 707 T8 847
28 843 875 409 445 4BL 528, GTT G630 689 754 827
29 588 864 397 433 472 Ol4 562 614 G672 738 806
30 322. 853 3885 420 469 500 647 598 654 TLT TG

81 312 441 378 408 445 486 531 581 687 608 185
32 301 330 362 805 432 471 G518 L85 GLO 679 T4h
33 201 316 350 B3B3 410 457 501 549 602 660 125
34 280 308 338 870 405 443 485 0638 584 641 705
35 27.0 207 326 868 392 429 470 516 58T 623 685

36 258 288 814 345 378 414 465 500 549 604 66.5

i1 249 275 303 38838 865 400 440 484 532 585 645

a8 238 263 201 320 852 386 425 467 515 565 625
39 227 252 279 807 338 371 409 451 497 548 605
40 217 241 287 205 325 367 804 435 480 53.0 GBS

41 20.86 230 2655 282 8L1 3843 879 419 468 511 566
42 185 21.8 243 268 208 5829 564 402 445 493 545
43 185 207 281 257 285 B8l4 840 8806 428 474 525
44 - 174 194 219 244 271 3006 388 7.0 411 455 KOS
45 164 184 207 231 258 286 818 Ahd 808 437 4BG

46 152 173 196 219 244 271 803 888 876 410 468
47 141 162 188 2068 281 257 288 321 369 400 448
48 1.1 150 171 1698 217 243 273 305 842 3882 427
49 120 189 150 181 204 229 257 289 324 362 407
50 108 128 147 188 10.0 214 242 273 30.7 345 887

51 03.8 116 135 155 177 200 227 257 200 327 36.8
52 087 105 123 143 163 186 212 241 278 808 348

.83 - 07T (93 1Ll 180 150 171 187 225 2568 200 328

54 06.6 082 088 1L7 137 167 181 209 239 272 308
b8 055 071 087 105 123 143 168 182 221 254 289

a6 044 055 075 09.2 110 129 151 176 204 2365 27.0
o7 033 048 068 079 086 114 136 160 187 217 251
6% . 022 036 051 067 088 100 121 144 170 109 231
) 011 085 080 054 069 088 108 128 153 181 212
80 000 013 0257 041 0656 071 091 112 186 168 102
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Tane § FEMALES Taere 10
APPROXIMATE PERCENTAGES OF .FINAL AVERAGE SALARY PUx- ‘TOTAL PRESENT VALUR OF BENEFITS UNDER PROPOSED SYSTHM
CHASED BY ACCUMULATED NORMAL CONTRIBUTIONS OF , : .. Males Fomales
EMPLOYEES- PLUS THE BQUAL ACOUMULATED CON- . Olerival Inaiwtutwna! Olorioal Institutional Total
TRIBUTION OF THR STATE ‘Pregent value future cnntri-
Ageat : : buttiolll:m required of state tg
, . match gervice retiremen .
oniry sndo rotivement benefit (future serviee).. $1,770,108 $486,165 $464,200 $160,705 $2,824307
4 "R shroment’ Digahility, past and future .
. te srement age FOEPICE oo mmmmmm 460,010 210,064 133,748 106362 920,084
Rystem 11 &1 o2 .ss 64 o5 a8 a7 a8 49 704 Deduct: contributions of
20 438 489 G507 bB49 0504 643 60,7 767 828 806 O 1 to lied__ 54,772 71,24 5411 26,17 318,354
51 423 458 405 636 581 620 682 T40 805 876 9dd employees. to be applie i 1,248 ABG 36177 318,
22 412 447 484 524 667 614 667 724 TRT 867 038 Net present value of diss =~ o
23 402 485 472 BL1 554 600 651 708 770 838 618 ability bemefits ... $314,238 $I148,716 $79,692 §$70,185 612,780
24 801 424 460 4080 540 686 636 602 753 819 893 Present value of denth bene- :
- BIE e e 3,85 68,080 38,885 21,004 197,669
[owg 4r a4 omlomnomnoue meow oo g T N
6 . 2 436 473 Gl . 8 - : . g (840 per month)___ .. 105,151 1583119 10,880 12,081 281140
27 859 391 424 461 500 543 50 643 700 764 838 L Provent value - petivement i '

28 . 849 3879 413 448 487 529 H76. 627 688 T45 8L2 . s _ o
29 938 . 368 401 486 478 5ld 560 8LO 668 1727 704 benefits for prior service.. 2,0(_}3.39% 6?)'7,0(%‘1 : ?(?3—4,150 230,776 8,225,328
. ) : Total present value of bene- :

30 327 357 380 423 480 500 B45 594 B4B T08 T4 . . fits for prior and future

31 81.7 846 377 410 447 488 GB3.0 578 631 689 Tb4 N ; F .

32 308 234 285 B80R 438 471 b5LG 62 614 671 T84 BEPFICE wmeommmsim $4,266,820 $1,466,008 §022,786 $484701 §$7,141,228

a3 205 823 2868 3985 420 457 499 B46 bHO6B 662 Ti4 Nore: Attention iz directed to the fact that the figures in this table are the esti-

34 284 81.% 841 878 408 4483 48B4 B2H 679 634 0604 ‘mated present values of all costs to be incurred during the entire future sefvice of
’ all present employees eligible to the system, as well as the cost of the proposed prior

36 274 300 329 380 893 429 469 518 662 616 675 service allowance,

36 263 280 317 847 3879 414 464 497 B45 58T 055
37 262 278 805 335 866 400 439 481 b527 670 680
88 241 2668 208 822 853 3886 428 486 GBLO0 660 614G
39 23.0 255 281 309 83) 871 408 449 483 542 506

40" 220 248 260 2068 3268 357 898 482 476 8524 577
41 206 282 257 284 3812 343 378 416 459 B0OE 65T
42 19.8 221 245 271 2098 329 8483 40.0 441 487 §8.7
43 187 209 238 258 285 314 847 384 424 460 518
44 176 188 221 246 278 800 33 2 368 407 450 498

46 185 186 209 233 268 286 31.7 352 89.0 432 479
46 4 176 197 220 2456 271 302 836 873 414 450

46 138 152 17.8 195 ©oLE 248 272 804 330 374 420
49 121 141 161 182 204 220 257 9288 822 350 401

50 111 129 149 169 194 214 241 o271 8085 341 8382
41 100 117 188 156 177 9200 9226 955 988 323 362
42 89 106. 124 144 164 186. 211 239 270 805 48

53 7.7 94 112 131 150 171 186 223 254 2B.7 824
o4 8.7 88 100 118 187 167 181 207 287 288 806
55 55 71 88 105 128 143 168 181 220 251 285
66 4.6 8.0 7.8 83 110 129 151 175 208 283 206
BT 3.8 4.8 6.4 8.0 9.7 114 184 159 188 216 247
58 2.2 37 61 .67 83 100 121 148 169 107 228
659 11 2.6 8.9 6.4 6.0 86 106 127 162 178 209
60 0.0 1.3 29 41 5.6 71 80 111 1856 161 188
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